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McDivitt, Herschel

From: Charles Comptan [CCompton@zsws.com)

Sent: Friday, November 21, 2008 4:42 PM

To: McDivitt, Herschel

Cc: lynxlaw@sigecom.net; kjoil@evansville.net

Subject: Culley / Continental Resources -~ Preliminary Position Statement

Attachments: Preliminary Position Statement.pdf

As requested, attached please find Kathryn Culley's position statement regarding proper allocation of royalty to her interest in
the proposed waterflood unit.

Alsa, as noted in the Position Statement, we would like to know (i) if it is the Division's intent to have a transcriptionist at the
Informal Hearing, and (ii} if the field inspector(s) with jurisdiction over the applicable lands in the propoased unit will be in
attendance at the hearing.

Regards,
Charles

Charles A, Compton

Ziemer, Stayman, Weitzel & Shoulders, LLP
20 N.W. First Street, Ninth Floor

P.O Box 916

Evansville, Indiana 47706-0916

pbh: 812-424-7575

fax: 812-421-5089

email: ccomplon@zsws.com

IMPORTANT/CONFIDENTIAL: This message from the law firm of Ziemer, Stayman, Weitzel & Shoulders, LLP, contains
information which may be confidential, privileged, and/or exempt from disclosure under applicable law. If you are not the
addressee (or authorized to receive for the addressee), you are hereby notified that the copying, use ar distribution of any
information or materials transmitted in or with this message is stricily prohibited, If you received this message in error,
please immediately notify me by replying to this e-mail, then promptly destroy the criginal message. Thank you.

TAX ADVICE NOTICE: Tax advice, if any, contained in this eMail does not constitute a "reliance opinion” as defined in IRS
Circular 230 and may not be used to establish reasonable reliance on the opinion of counsel for the purpose of avoiding the
penalty imposed by Section 6662A of the Internal Revenue Code. This Law Firm provides reliance opinions only in formal
opinion letters cantaining the signature of a Partrer of Ziemer, Stayman, Weitzel & Shoulders, LLP.
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STATE OF INDIANA
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL AND GAS

IN RE: PETITION OF CONTINENTAL RESOURCES, INC. FOR THE
INTEGRATION OF INTERESTS IN SECTIONS 26, 27 AND 34, TOWNSHIP 6
SOUTH, RANGE 13 WEST, POSEY COUNTY, INDIANA

CAUSE NO. DOG-16-2008

Preliminary Position Statement of Kathryn Day Culley, Cause No. DOG-16-2008, Proposed
Nuation Road Waterflood Unit (the "Unit").

Pursuant to the request of the Herschel McDivitt, Director ("Director”) of the Division of Oil and
Gas of the Indiana Department ot Natural Resources (the "Division"), Kathryn Day Culley, by
counsel, hereby provides her preliminary position statement pertaining to the allocation of
production from the proposed Unit for royaity calculation purposes,

It is Ms. Culley's position that a valid, binding agreement already exists between and among all
applicable parties regarding the appropriate allocation of royaity to Ms. Culley in the event
the Division approves the Unit. The lease plainly and unambiguously provides as follows:

"[t]he entire acreage pooled into a unit shall be treated for all purposes, except the payment of
royaltics on production from the pooled unit, as if it were included in this lease. In lieu of the
royalties herein provided, Lessor shall receive on production from a unit so pooled only such
portion of the royalty stipulated herein as the amount of his /sic] acreage placed in the unit or his
[sic] royalty interest therein on an acreage basis bears to the total acreage so pooled in the
particular unit."

The lease makes no distinction whatsoever in applying the above allocation to units for primaty,
secondary or tertiary recovery. All are to be allocated on a per acre basis.

Tt is Ms, Culley's position that where the parties have privately agreed to an allocation of royalty
in the event of unitization, the Division should not, nor do they have the authority to, change the
allocation. Such a position has been echoed by Continental Resources in these proceedings,
so we do not believe there is any dispute on that point. Subject to compliance with the provision
cited above with respect to the allocation of royalty to Ms. Culley from the Unit, Ms. Culley has
no objection to the propoesed waterflood operation.

As to the effect of making the proper allocation to Ms. Culley per the lease on other royalty
interest holders, Ms. Culley is not affected thereby and at this point has no position. Presumably,
however, that would be governed by separate agreements that have been made which govern the
separate royalty interests, and it is further presumed that if, as a net result, there is a collective
increase in the royalty interest there would be a collective decrease in the working interest.
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Additionally, and although it should have no bearing on the allocation to Ms. Culley in light of
the terms of the lease, it is Ms. Culley's position that the allocation calculation proposed by
Continental Resources is flawed. Without waiving her right to note other flaws or defects, or
making any admission that such a calculation has any significance in light of the agreement of
the parties, Ms. Culley's position is thatthe Renault Hydrocarbon Pore Volume (HCPV)
allocated to the Culley No. 2 well in Continental Resources’ proposed allocation calculation is
too low. Continental Resources has proposed an HCPV for Culley No. 2 of 0.099, The
geophysical log on this well displays a very marginal sand quality. Continental Resources gave
an allocation of four (4) feet of thickness, 7.8% average porosity and a calculated water
saturation of 68%. Even though the well has marginal sand, however, it is Ms. Culley's position
that this should be given more weighting due to its high structural position. This well is the
second highest well in the field and accordingly its true water saturation should not be any lower
than the other wells. The calculated water saturation in this well is evidently being influenced by
the bound water in the clays in the “not as clean™ sand present in this well. Accordingly, the
Renault HCPV for this well should be recalculated using four (4) feet of thickness, a fifty percent
(50%) water saturation and an average porosity value of 8.2%. This results in a Renault HCPV
of 0.164 versus the original value of 0.099. If necessary at Tuesday's hearing, Ms. Culley is
prepared to present expert testimony including a revised map of Renault HCPV and recalculation
of Renault HCPV-AF for all tracts based upon the above correction. Such a recomputation
results in an allocation of 0.294817 to the Culley lease, 0.580780 to the Allyn lease, and
0.124403 to the Allyn Comumunity lease.

Finally, Ms. Culley would request that the Division advise if (i) it is the Division's intent to have

a transcriptionist present to record the informal hearing, and (ii) if the Division's field

inspector(s) with jurisdiction over the lands in the proposed Unit will be in attendance.
Respectfully submitted,

ZIEMER, STAYMAN, WEITZEL &
SHOULDERS, LLP

(ot G

Charles A. Compton

cc:  Kathryn Day Culley
Steve Link

HARENCulicy, KathiyriPrlirinuy Positon Skanmedos



NATION ROAD WATERFLOOD UNIT DISCREPANCIES (Data Inputs) CU"“ ‘j

1rase?
CONTINENTAL CULLEY
Renault Factor Renault Factor
HCPV HCPV HCPV HCPV HCPV HCPV
So-Por-Ft BBIs Acre-Feet(%) So-Por-Ft' BBIs' Acre-Feet(%)'
Allyn 11.73 79,132 50.02% 11.42 77,039 49.08%
Allyn Comm 2.76 3.43 23,139 g 1483% 2.76 18,619 11.86%
Cuiley 9.09 2.4 61321 55 35359 9.09 61.321 19.06%
23.45 158,196 100.00% 23.27 156,979 100.00%
2007 Avg Production 2008 Production (thru Oct)*
BOPD % Factor 1-08 thru % Factor
BOPD 10-08 2008 Prod
Allyn 13.7 61.43% 3,355.07 59.13%
Allyn Comm 3.5 15.70% 53835 13.52%
Culley 5.1 22.87% 1,089.30 27.35%
223 100.00%% 3,982.72 100.00%
Cum. Prod Thru Dec-07 Cum. Prod Thru Oct-08
% Factor % Factor
Allyn 37,291 63.08% 30.366.08 62.79%
Allyn Comm 4,283 7.25% 4,697.71 7.49%
Culley 17,541 29.67% 18.633.77 29.72%
59,115 100.00% 62,697.56 100.00%
Renault Useable Wells Renault Useable Wells
Number % Factor Number % Factor
Allyn 3 60.00% 3 50.00% or
60.00%
Allyn Comm 1 20.00% 1 16.67% or
20.00%
Culley 1 20.00% 2or 1’ 33.33% or
20.00%
5 100.00% 50r6 100.00%

! Per computation of Bob Pigott

* Per CountryMark

* Culley continues to question disallowance of Culley #2 well. Culley #2 is only perforated two (2) feet within the Renault, rather than the entire depth of the zone like the
other wells. The Renault zone has a thickness of 6 feet at Culley #2, consistent with the thickness of the zone at other wells. Additionally, unlike the other wells in the
proposed unit, the zone has not been fractured at Culley #2. Despite requests, Continental has not provided underlying reports and data regarding stimulation and other
pertinent activities to allow complete analysis of this well.



NOU-24-2B88 17:18 FROM: TO:B124215889 F. BBz a5

11/34f08 Is:00:07 BRODUCTION HISTORY MASTER LISTING PAGE 1
EY LEASE NUMEER
. - Q,.,;.
LERSE MO, STATE MOMIH YEAR Lease Current Currant
Name Barrels Dollars aszsjs
‘l
512587 eI 2 2005 CULLRY #2 220.58 42,580.50 l
3 1.303.87 68,855.53
H 815.92 45,741.96
3 . 1,261,386 57.862.01
5 1,577,232 82,951, 78
7 ' 504.15 49,866.59
8 808,16 55,022.70
9 712.37 43,415.33%
10 540.52 311,294.459
11 558.06 30,073,858
1z 714.53 39,191,286
TOTAL 10,316,.54 B4€,956.44
51287 N 1 2006 CULLEY 31 716,54 43,647.30
2 535.82 30,845 .55
3 534.27 31,221.6¢€
4 371.31 24,373.36
5 549,44 36,215.79
5 356.74 23,571.58
7 360,06 24,845.94
8 i59.65 24,226.99
o 348,61 40,393.84
10 351.35 19,891,04
11 372.83 20,H05.133
1z 189,53 10,75%,81
TOTAT, 5,044.38% 309,113,326
51267 IN 1 2007 CULLEY #1 183,92 0,057,313
2 178 .85 8,670,968
3 170.56 20,504.5%4
4 186.38 10,352.06
-1 364,70 21,209.13
[ 1B3 . 64 11,381.09
7 171.%0 11,777.93
9 180.69 13,308.50
19 175,82 14,454 83
12 183.448 15,833 .53
TOTAL 2,182,584 138,150.75
51287 IN *  ic08 CULLEY #1 1B7.03 16,367.37
3 182.55 18,198.69
5 174.135 20,959.83
T 178.52 23,152.34
8 181.53 20,245.83
10 183.92 13,116.81
TOTAL 1,089.30 112,081.57

Query ID: P3_PH LS



TO: 8124215089 F.B83- 806

NOU-24-2808 17:18@ FROM:

11/24/08 15:00:07 FRODUCTICK HISTORY MASTER LISTING PAGE
e BY LEASE NUMEER

[ 3]

LEASE NO. BSTATE NONTH YERR Lease Current Current
Name Rarvels Dollars

LIASE NAME : COULLEY #1
TOTAL 18,633,177 1,108,273.02

* %4 TND OF REPORT ~ « @

Query ID: P3 _PH_LS



NOU-24-2088 17:10 FROM:

11/24/08 15:00:30

LERSE ND. STATE MONTH 'YEAR Lease

Name
51250 IN [ 2005 ALLYN ¥l
5
3
7
3
g
10
11
51390 I 1 2006 ALLYN #1
2
2
4
5
5
7
2
5
1o
1l
1z
51250 IN 1 2007 ALLYW #1
2
3
.
5
[
7
B
g
10
i1
12
512390 Iw 1 2008 ALLYN #1
2
3
4
5
g
7
g
5

fmary IB: P3_PH LS

P.Pa4-BEo

PRODUCTION HISTCRY MASTER LISTING
BY LEASE NUMBER

TO:3124215089

PAGE
Current Current
Barre’s Dellars
1,655.05 82,655.36
2,394, 48 116,031.13
1,846.08 $7,102.22
1,250.00 71,147,137
1,469.00 #9,002.30
1,285,28 78,575.17
1,107.55 64,147.55
914.44 45,275.17
1.681.84 $3,347.25
13,848.11 734,187.52
2,082.17 124¢,327.31
1,884.08 10B,460.83
2,563.27 149,752.18
1,E56.92 121,916.07
1,337.41 121,111.9%
1,4B5.84 $3, 441,19
1,293.32 BY,245.55
1,108.81 75,023.19
1,113.37 65,508,486
919.41 50,035.36
743.31 40,174.52
754.30 42,815.569
17,822.11 1,086,842.60
941.69 46,374.45
55845 30,197.06
SE5.43 31,288.06
545,84 22,305.70
543.76 31,622.35
3171.34 23,013,789
550.86 37,830.86
356.59 24,541.73
355.63 26,194.28
370.72 23,801.53
376.58 33,781 .36
185.9¢ 16,387.61
5,780.79 363,353,138
155.96 11,500.82
367.37 32,B867.13
187.33 18,728.089
362.64 18,848.90
176.82 21,25§.77
180.06 23,253,65
183.26 23,634.68
357.44 39,776 63
179.69 17,981,582




T0:8424215005 , P. G265~ 396

NOU-E4-2BBE 17:18 FROM:

11/24/08  25:06:3R PRCDUCTICN MISTORY MASTER LISTING PAGE 1
s BY LEASE NUMEER
LEASE NO. BSTATE MOXTH YEAR Lease Current Current
' Name Barrels Dollaxs
53342 IN 4 2006 ALLYN COMM NO 1 135.00 21, 594 .43
5 362 .83 21, 915.58
1 65,73 24,165, 61
7 J63.31 25,070.21
8 . 179.65 12,155.30
5 361.46 21.267.59
1o 178.51 9,597 985
12 371.45 19,942.03
12 1B5.31 3p,577.61
TOTAL 2,704.25 168, 685,71
1342 IN 1 2007 ALLYN COMM KO 1 135.96 9,157.78
z 176.74 2,665 ,01
3 183.57 10.157.8%
4 17€.05 10,345.85
5 183 .46 10,665.12 )
6 181.69 11, 260.24
B 179.34 13,006.10
11 186.30 16,71B.00
TOTAL 1,455.11 : B3, 979, 18
51342 In 4 2a08 ALLYN COMM NO 1 182.65 19,565.53
. 174, 98 19,472.12
1o ~80.72 12,888, 58
TOTAL 53B.35 51,927,564

LEASE NAME ; ALLYN COMN NO 1
TOTAL 4,657,171 310,592.51

«+ «x # END OF REPQRT * * ~

Query ID; P3_PH_LS




TED C. ZIEMER, JR.
ROBERT F. STAYMAN
STEFHAN E. WEITZEL

PATRICK A. SHOULDERS !

DAVID V. MILLER

WM, MICHAEL SCHIFF ?
MARCO L. DELUCIO
STEVEN K, HAHN
JAMES P, CASEY
TIMOTHY J. HUBERT
MARY LEE SCHIFF ‘&
CAVID A, GUERRETTAZ

ZIEMER, STAYMAN, WEITZEL & SHOULDERS, LLP

ATTORNEYS AT LAW
20 N.W. FIRST STREET * P.O, BOX 2{6&
EVANSVILLE, INDIANA 477C06-091§

TELEPHONE: (BIB) 424-7575
FACSIMILE: {BI2) 421-5C89
WEBSITE. WWW. Z5W5.COM

December 22, 2008

VIA ELECTRONIC MAIL

and

U.S. FIRST CLASS MAIL

Herschel McDivitt

Director

Indiana Department of Natural Resources
Division of Oil and Gas
402 West Washington Street

Room W293

Indianapolis, Indiana 46204

RE:

Dear Mr. McDivitt:

ROBERT L. BURKART
CHARLES A. COMPTON
SARAH LINK HARDY ‘&
CIRCK H. STAHL

KEITH W, VONDERAHE
NICK J. CIRIGNANG
ALLYSON R. BREEDEN
JEAN M, BLANTON !4}
KATHRYN D. SCHYMIK (2}
JENNIFER A&. ELSTON
CLAYCW, HAVILL

11 ALSQ ADMITTED IN KENTU CKCY
(27 ALSO ADMITTEC IN DHIC

(3) ALSC ADMITTED [N GEQRGIA
fa) ALSC ADMITTEC (N ILLINDIS

Continental Resources, Inc. Section 26, 27 and 34, Township 6 South,
Range 13 West, Posey County, Indiana, Cause No. D06-16-2008

In connection with the above-referenced matter, enclosed herewith please find the signed
original Post Hearing Position Statement of Kathryn Day Culley.

Please feel free to call me if you have any questions or need additional information.

CAC:cdf
Enclosure

Very truly yours,

ZIEMER, STAYMAN, WEITZEL & SHOULDERS, LLP

1 |
il

les A. Compton

ce: Steven T. Link

Kathry

n Culley

HORECulley, KatmyavMcDatr. Herschel 122208 1tr doc



STATE OF INDIANA
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL AND GAS

IN RE: PETITION OF CONTINENTAL RESQURCES, INC. FOR THE
INTEGRATION OF INTERESTS IN SECTIONS 26, 27 AND 34, TOWNSHIP 6
SOUTH, RANGE I3 WEST, POSEY COUNTY, INDIANA

CAUSE NO. DOG-16-2008

Post Hearing Position Statement of Kathryn Day Culley, Cause No. DOG-16-2008, Proposed
Nation Road Waterflood Unit (the "Unit"),

Pursuant to the request of the Herschel MceDivitt, Director ("Director") of the Division of
Qil and Gas of the Indiana Department of Natural Resources (the "Division"), Kathryn Day
Culley, by counsel, hereby provides her supplemental position statement following the
November 25", 2008 Informal Hearing in the above captioned matter. Kathryn Culley
incorporates by reference her Preliminary Position Statement filed with the Division prior to the
Informal Hearing and all documents provided to DNR at the Informal Hearing, and in addition
states as follows:

L Lease Requires per Acre Allocation.

It remains Ms. Culley's position that a valid, binding agreement already exists between
and among all applicable parties regarding the appropriate allocation of royalty to Ms. Culley in
the event the Division approves the Unit. The lease plainly and unambiguously provides as
follows:

"[t]he entire acreage pooled into a unit shall be treated for all purposes, except
the payment of royalties on production from the pooled unit, as if it were included
in this lease. In lieu of the royalties herein provided, Lessor shall receive on
production from a unit so pooled only such portion of the royalty stipulated herein
as the amount of his /sic/ acreage placed in the unit or his [sic/ royalty interest
therein on an acreage basis bears to the total acreage so pooled in the particular
unit."

The lease makes no distinction whatsoever in applying the above allocation to units for primary,
secondary or tertiary recovery. All are to be allocated on a per acre basis.

Where the parties have privately agreed to an allocation of royalty in the event of
unitization, the Division should not, nor do they have the authority to, change the allocation.
Such a position has been echoed by Continental Resources in these proceedings, so we do not
believe there is any dispute on that point. Subject to compliance with the provision cited above
with respect to the allocation of royalty to Ms. Culley from the Unit, Ms. Culley has no objection
to the proposed waterflood operation.



II. Continental Resources’ Proposed Integration Terms and Rovalty Allocation are
Neither Reasonable nor Equitable.

Continental Resources has petitioned that the Division integrate Kathryn Culley’s
interests with the interests of all other affected lessors in the area containing the proposed Nation
Road waterflood unit, all pursuant to the terms of a proposed Unitization Agreement attached to
its Petition. The relief requested by Continental Resources is neither reasonable nor equitable,
nor is it permitted by 1.C. 14-37-9-1. Kathryn Culley does not waive or position as set forth in L.
above. However, even if an allocation basis other than acreage is permitted by law, Continental
Resources’ proposed allocation is not entitled to deference and moreover must not be approved
as a matter of law.

A. Only Renault Formation to be Flooded. Continental Resources’ proposed
Unitization Agreement contemplates integration of interests related to, and a single royalty
allocation for, all zones within the affected area. Continental Resources’ Petition is based on 1.C.
14-37-9-1 (a) (2), which permits integration of lands “within a pool or part of a pool! suitable for
secondary recovery methods.” It is important to note that Continental Resources is only
proposing secondary recovery for the Renault Formation. Yet, its requested order and proposed
Unitization Agreement contemplate integration of, and a uniform allocation of royalty for, all
zones. It is clearly unreasonabie and inequitable for the Division to order integration of and
allocate royalty for zones that are not presently producing. In addition, there are presently two
active wells producing from the Hardinsburg Formation within the proposed unitization area, one
of which is within the Culley tract. However, there is no secondary recovery contemplated for
the Hardinsburg Formation, and moreover Continental Resources has provided no information or
data to justify integration of the Hardinsburg Formation or proper allocation of royalty from the
Hardinsburg Formation, to the extent the Division has authority to order integration of the
Hardinsburg Formation.

B. Continental Resources’ Proposed Allocation Formula Relies on Flawed or
Qutdated Data. Continental Resources has proposed the following formula for allocation of
royalty: 30% factor for cumulative lease production; 30% factor for previous 12 mo. lease
production; 30% Renault Hydrocarbon Pore Value (HCPV); and 10% factor for Renault Useable
Wells. Continental Resources further proposes that the Division use the same formula and input
data.

As noted at the Informal Hearing, Continental Resource’s proposed data for prior 12
month and cumulative production was significantly outdated as of the date of its Petition (nearly
9 months), was nearly 11 months outdated as of the date of the Informal Hearing, and is now
outdated by almost an entire year. To the extent data for cumulative and prior 12 month
production is relevant for a reasonable and equitable allocation of royalty by order of the
Division, the Division must use reasonably current data. Relying on outdated data as proposed
by Continental Resources in neither reasonable nor equitable, and more significantly - as
demonstrated by Kathryn Culley at the Informal Hearing - use of such outdated data operates to
the substantial prejudice of Kathryn Culley. To the extent the Division incorporates data for
cumulative production or prior 12 month production in any royalty allocation, it must use the
more current data provided by Kathryn Culley at the Informal Hearing.



In addition, Continental Resources has proposed that the Culley lease be credited for only
| Renault Useable Well, despite the fact that 2 wells on the Culley Lease have been completed in
the Renault Formation. Continental Resources bases its position on an assertion that when the
Culley 2 well was completed in the Renault Formation, it gave up little fluid. However, this well
is clearly producing oil, and Continental Resources does not assert that this well produces no oil
from the Renault Formation, nor does it assert that it will not produce from the Renault
Formation once the waterflood commences. When this well was completed within the Renault
Formation, Kathryn Culley specifically requested that it be hydrofractured. Continental
Resources indicated that it would not hydrofracture the Renault Formation at that time, but in
response to a specific request of Kathryn Culley as to future intentions, Continental Resources
expressly would not commit to refrain from Hydrofracturing in the future. Moreover, an
inspection of the property reveals that Continental Resources has ieft an open pit at the Culley 2
well, and has installed piping for multiple flow lines beneath the County Road that separates the
Culley lease from the Allyn lease, where the tank battery is located. By such actions,
Continental Resources is preparing for, and leaving open the potential of, utilizing the Culley 2
well, either as an injection well or a producing well.

The Culley 2 well should be given complete, or at a minimum partial, credit within any
formula that incorporates Renault Useable Wells as an allocation factor. As set forth in the
following Section, however, it 1s Kathryn Culley’s position that Renault Useable Wells should
not be a factor in determining royalty allocation, so whether or not the Culley 2 well is or is not
given any credit as a Renault Useable Well would be rendered moot in a determination of
reasonable and equitable royalty allocation.

C. Continental Resources Formula is Flawed. As provided in B above,
Continental Resources has proposed a 30/30/30/10 weighted formula for allocating production,
utilizing cumulative production, prior 12 month production, Renault HCPV, and Renault Useable
Wells as weighted inputs. However, the essence of a unitization agreement is to disregard the
location of the oil’s point of extraction and share the future production on an allocable basis, no
matter the location of the extraction point, This is particularly germane to waterflooding, since
there is an express acknowledgment that presently in place hydrocarbons will be driven across
lease boundaries. Accordingly, it should not matter where the applicable producing well is
located, or how many wells are on a particular lease. Thus, “Renault Useable Wells” should be
wholly disregarded by the Division in allocating royalties.

What can be of pertinent significance, if leasehold acreage is disregarded, is where the
applicable in-place hydrocarbons are located today, before commencement of the waterflood. In
other words, what are the relative Renault HCPV values of the leases, since it is these
hydrocarbons that will be driven about and recovered in the waterflood. Based upon Continental
Resources’ own HCPV value computation, 35.35% of the Renault oil is located within the
portion of the Culley lease to be included within the proposed unit. Yet Continental Resources
proposcs that only 28.368% of the royalties be allocated to the Culley lease.

Even if the Division determines to use a factor or factors other than Renault HCPV,
Renault HCPV should not be less than at least half of the equation. Further, if another factor is
used, the next most reasonable factor would be cumulative production from the respective leases.
Based upon a current cumulative production factor for the Culley lease of 29.72%, and even if
one weighted that equally with Continental Resources’ Renault HCPV computation for the
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Culley lease, the allocation percentage for the Culley lease would be 32.54%, again materially
higher than the 28.368 factor proposed by Continental Resources.

Continental Resources has implemented a flawed approach to allocating royalties in the
instant case, and most importantly to Kathryn Culley, they have implemented an approach that
unreasonably and inequitably devalues the allocation percentage for the Culley lease. In fact, it
is an unfair approach that caused Delwyn Parker, a geologist and contractor for Continental
Resources for the subject properties, to advise Kathryn Culley at the outset that, in his
assessment, the allocation being proposed by Continental Resources was unfair. When
questioned at the Informal Hearing about the particular formula utilized by Continental
Resources, Continental Resources replied — without supporting documentation — that it
considered multiple formulae before arriving at the proposed 30/30/30/10 formula. Now,
however, Kathryn Culley has been advised by Continental Resources that none of these alternate
calculations were “saved,” nor can they even reproduce the alternate formulae that were
purportedly considered.

HI. Conclusion

The Culley lease contains 80 of the 140 acres to be contained within the proposed unit, or
57.14% of the acreage. The lease provisions cited above provide as a matter of contract that the
royalty allocation in the event of unitization should be based upon pro-rata acreage. Such
provisions should be given deference. Even if they are not, there is no basis or authority for the
Division unitizing or allocating royalty from formations other than the Renault Formation.

Moreover, if the Division were to allocate royalties for Renault Formation production on
a basis other than surface acreage, Renault HCPV should be the most prominent factor, not a
mere 30% of the equation, and Renault Useable Wells should be wholly disregarded. Finally, if
cumulative or recent production is to be considered, the Division should base the computation on
current factors, not factors that are now one year out of date.

Dated this 22" day of December, 2008.
Respectfully submitted,

ZIEMER, STAYMAN, WEITZEL &
SH DERS, LL

o,

Charles A. Compton

cc: Kathryn Day Culley
Steve Link



Nations Road Stimulation Treatments

Allyn #1
Renault: Stim w/ 500 gal 15% MCA. Frac w/ 1210 gal GSW & 2000 lbs 20/40 sand
Renault perforations {7 2682°-2690’

Allyn #2
Renault: Stim w/ 500 gal HCI. Frac w/ 3810 gal GSW & 2000 1bs 20/40 sand
Renault perforations {7 2699°-2706

Allyn #4
Renault;: Stim w/ 500 gal HCl. Frac w/ 3962 gal GSW & 2000 1bs 20/40 sand
Renault perforations f/ 2685°-2692’

Allyn Comm #1

Hardinsburg: Stim w/ 900 gal MCA. Frac w/ 6,750 gal GSW & 8,000 1bs 20/40 sand.
Renault: Stim w/ 250 gal HC1. Frac w/ 1500 gal GSW & 2000 1bs 20/40 sand.
Hardinsburg perforations f/ 2200°-2214’

Renault perforations {/ 2690°-2696°

Cully
Re : Stim w/ 1500 gal gelled wtr, 1500 gal 15% HCI w/ 250 1bs rice size rock salt, 1500 gal

gelled wir. Shot w/ 8' gas gun. Frac w/ 1,500 gal GSW & 2000 Ibs 20/40 sand.
W perforations f/ 2725°-2732"

Cully #2

Hardinsburg: Stim w/ 500 gal 15% MCA. Frac w/ 500 gal acid, 6750 gal XL-30, & 8,000 Ibs
20/40 sand

Renault: Stim w/ 500 gal 15% HCI - very little fluid given up

Hardinsburg perforations f/ 2276°-2283"

Renault perforations f/ 2745°-2747°



CABORN WEST FIELD, POSEY COUNTY, IN

RENAULT SAND
RW =0.06
Depth Subsea Net Porosity
Well KB Top Btm Top Pay % Sw So Porft So-Por-ft k,md Comments
Allyn #2 402 2,699 2,704 -2,297 5.0 18.0
Allyn #1 405 2,683 2,690 2,278 8.5 13.4 0.346 0.654 1.139 0.745 289.0
Allyn #4 416 2,683 2,691 -2,267 6.6 11.0 0.460 0.940 0.726 0.392 30.0
Allyn Comm #1 408 2,692 2,696 -2,284 4.0 10.8 0.558 0.442 0.432 0.191 Hardinsburg
Culley #1 440 2,725 2,732 -2,285 55 13.0 0.422 0.578 0.715 0413 14.5
Culley #2 469 2,744 2,750 -2,275 4.0 7.8 0.683 0.317 0.312 0.099 Hardinshurg
-2,278 286 11.62 0.554 0.446 3.324 1.840



Ag peploa

SIIEON S5

UOHBI

ainjelAtwa | popIOIDY WNLWIXE

13U qusiucint

woog uo jsbfio] sw
paddo)g Lonenaiy aul

 lHg @ u
JUY f Y JO 90N

S50 PN / |

disa) seapy @ u

duss | seapy @ ou
dwa) seapy @ Ju

sfes o aainc

Ays0ostp, 7 RIS

oloH Ul pin4 a4

76 )

186607 Buist

[eAsaul Bo de

18] Busse

jentau| pabbio wojk

196607 ude

JoG

J3CQURpy Ur
ale

AN MODSYID

Sl
406
0891
0erl

J3aL¢1No7vD

28/5H

DAS00) /8146

08 @687
R D1
@t
INITMO S

WIHD 139

Gig !

56
56 @ 5299

05
1467
1462
0/6¢
NG

GO-5L-01

“_(. |
l

e

1
\

o]

‘N’f-"
Al
| ¥

Traarre!

ol pansespy Guy)

g
g
o

Woi4 painsea o

19 3A08Y L

UoNEAR]

cor

N

TW/ASMNOED,

gy "I'S!

§9r 40

oF a1

B

Well
Field

' State

Bl 22S# LING3d
MEL-SG-LT

uoIEAs|

383835
30€E S0EE

ampany CUNTHNEMTA

CULLEY #2
CABORN

County POSEY

IN

|
I
1
]
1
1
|
1
]

LONEsoT
Ajuno?

A3S0d
NHO8vD
¢# A3TIND

ONI11140 $TOMNOSTH TWININIINOD  Auedwod |

olels

NI

|

S3IAIG JBL0)

p1old

=

=
w
L3
Q
=
)
-
[
na
e |
g
(o 1]
o
o
-
[
e ]

dS/141a/d9O

<<=z Fold Herg >>>

AL B AL o v QI TS RSEC JT HeienGes 1o emtinual o uliief iNGapuiciiicive allu we Tdillul a1t Jo 1ol guaiaiise dio avell aUF U w1l SUINESS GF any
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interpretation, and we shalt not, except In the case of gross or wiliful negligence on our part, be liable or responsibie for any loss, costs, damages, ar expenses incurred or
sustained by anyone resuiting from any interpretation made by any of our officers, agents or employees. These interpretations are also subject to our general terms and
sondi.ons set out in our current Price Schedule.
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Recordec By 5.5 NORRIS | n

All interpretations are opinions hased on Inferences from electnical or other measurements and we cannot and do not guarantee the accuracy or correctness of any
Interpretanon, and we snall not, except 1n the case of gross or willful neglgence on our part be iable or responsible for any loss, costs damages, or expenses incurred or
sustained by anyone resulting from any mterpretaton made by any of our officers agents or employees. These interpretations are also subject to our general terms and

conditions set out m oul current Price Scheduie.
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Al interpretaficns are opinicns based onnlerences from elecinical or other measurements and we cannol and do not guarantee the accuracy or cofrectness of any
interpretation, and we shail not, except in the case of gross or wiliful negligence on cur part, be liable or respensible for any loss, cests, dainages, or axpenses incurred or

sustained by anyone resulting from any interpretation made by any of our officers. agents or employees These nfemretations are also subject to our generai terms and

conditicas set out in our current Price Schedule
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All interpretations are opinions based on inferences from electncal or other measurements and we cannot and do not guarantee the accuracy or sorrectness of any
interpretation, and we shail not, except in the case of gross or willful negligence on cur part be llable o responsibie for any loss. costs, damages, or expenses incurred or

sustalned by anyone resuiting from any interprefation made by any of our officers, agents or employees These interpretations are also subyect to our general terms and

sonditions sef oul in our current Price Schedule.
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All interpretations are opsnions based on inferences from electrical or other measurements and we cannct and do not guarantee the accuracy or correciness of any
terpretation, and we shall not, except in the sase of gross or willful negligence on our pant. be liable or responsibie for any loss, costs, damages, or sxpenses incurred or

sustained by anyone rasuling from any intemretation made by any of our officers, agents or employees. These interpretatians are also subject to our general terms and

conditions set out in our curent Price Schedule.
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interpretations arz opinions based on inferences from electrical or other measurements and we cannot and do not uarantes the accuracy or correstness

any intzrpretation, and we shall nat. except in the case of gross or willful negiigence on our part, be Hable or responsible for any loss, costs, damages, or

zZpenses incurred o sustained by anyone rasuling from any interpretation made by any of aur officers, agents or emplovess, These interpretations are
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linterpretations are cpimions based an inferences from electrical or other measurements and we cannot and do not guarantes the accuracy or corractnes:
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OIL AND GAS LEASE

{88 Rev.B)

THIS AGREEMENT made this 15"

day of October, 2004 betwesn:

L. Davia Allyn and Lronna M. Aty

(For Recorders Use)

hersein called Lessot
{whelher one or more),
and

Continental Resources of lllingis, Inc.
P.0. Box 749
Mt Vernon, || 62664

harein called Lesgee (whether one or more).

Lessor, iy consicderalion of Ten Dollars {$10.00) in hand pald, raceipt of which is hereby
acknowledged, and of the royaities herein provided and of the agreements of the Lessee herein contained,
hereby yrants, leases and lets exclusively unto Lessee for Lhe purpose of investigaling, explofing, prospecting,
drilling, mining and operating for and producing ofl, liguid hydrocarbons, all gases, and thelr respective
constituent producls, injecling gas, waters, other lluids, and air into subsurface strata, laying pipe iines, storing
oil, building tanks, ponds, power stations, telephone lines, and other structures and things thereon to produce,
save, take care of, treat, manufacture, process, store and transport said oil, liquid hydrocarbons, gases, and
their respectiva constiluent products and other products manufactured therefrom, together with the right of
ingress and egress thereio or to olher land under leage to Lessee, the following described land in Posay
County, indlana lo-wit:

Townsh|p 6 South, Range 13 West of the 2™ P M.

Seclion 34 Ne/d4 Ne/4
EXCEPTING therefrom ten (10) acres off the South side of said quarier quarter seclion,
leaving Thirty (30) Acres, more ur less and
Nw'd Ne/4

and contalning 70 acres, maore or less. [t is intended hereby to include herein all lands and Interest therain
contiguous 1o or pertinent to the above describad land and owned or claimed by Lessor. For the purpose of
making any payment based on acreage, said land and its constituent parcels shall be deemed to contain the
acreage above slated whather they actually contain mora or iess. This lease shail cover all the inferest in said
iand now owned by or herealter vested in Lessor, even though greater than thie undividad interest (if any}
described above

Subject 1o the other provisions herein containad. this lease shall ramain in force for a term of Two
{2} Yoars from thig date (called "primary term') nd as Jang thereafer as oil, liquid hydrocarbons, gas of
ther respective constituent products, or any of them i3 produced from said land or land with which said
land Is pooled; provided, however, thal for injection purposes tiis lease shall continue in full force and
effect only as to the subsurface sirata or stratas inte which such Injections are being made, logether with
such surface privileges as may be necessary or desirable to continue such Injections.



1

1 209800098 Paga 2 of 4
CLS Dale ©1/03/202% Time 11:12130

lties 10 be pald by Lessee are: {a) on oil, and on other liquid hydrocarbons saved at the well,
one-eighTt:eom:t :?oduceg 1n:¥=aved from sa(id)land, sBma 10 be dalivered ai the welis or t: the credit _ol
Leasor in the pipe line k which the wells may be t-:nnnqclad. Lessor's interasl In elther case shsll]bezr nz
proportion of any expenses for trealing oil to make it markeiable as crude; {b) on gas, including cas ngI ea
gas and all gaseous subslances, produced from said land and soid or used off lhe premis?s or In the
manufaciure of gasoline or other products therelrom, the markel value at the mouth of thg wel of one-elghlh
of the gas so 8old or used. provided hat on gas sold at the wells the royslly shall be one-eighth ot the amoum
realized from such sale, and (¢) if at any tme while there is a gas well ar wells on the abova 1pnd([and {or the
purpases of this clause (c} the lerm “gas well’ shall inciirde wells capable of producing natural gas
condensate, distifiate or any gaseous substance and welis clessified as gas wells by any governmental
authority) such well ot wells are shut in, and if this leass ls not continued in force by for some othier provision
hereof, then It shall nevertheless continue in farce for a periad of ninety {80) days from the data such wel o7
wells are shut In, and before the expiralion of any such ninety day (90 day) pariod, Lassee or any assignee
herasunder may pay of tender an advance annual royalty pgyment of Fity Doll_ars {$50.00) for each such well,
and if such payment or tender is made, this lease shall continue in force and it shall be con sidered thatgas Is
being produced from the leased premises in paying quantilies within the meaning of paragraph 2 hereaf for
one {1) year from the dale such payment is made, and in fike manner subsequent advance annual royalty
paymenls may be made or tendered and this Yease shall continue in force and it will be cansiderad that gasis
being produced from the leased premises in pay:ng quantites within the meaning of said paragraph 2 during
any annual period for which such royaity payment is 30 paid of tendered; such advance rovalty payment may
be paid or tendered in the same manner as provided herein for the payment or tander of delay rentals; royalty
accruing to the owners thereof on any production from the leased premises during any annual period for which
advance royally is paid may be credited against such advence payment,

Lessae is hereby granted the right te pool or unitize this lease, the land covered by I, or any part
thereo!, wilh any olher land, lease or leases or parts thereof, for the production of oll, lquid hydrocarbons and
all gases and their respactive constituent products, or any of thern. No unit for the production of ol shalt
ambrace mare than eighty (80) acres, except in cases where it may be necessary or convenlent o conforma
unit to survey subdlvisions, such unit may conlain not to exceed sighty-five (85) acres, provided, however, Ihat
if any Federal or Slate law, Executive order, rule or regulalion shall prescribe @ spacing patitern for the
develcpment of the field or allocate & producing allowabie on acreage per well, ther any such units may
embrace a3 much agditional acreage as may be so prescribed or Bs may be used in such allocation or
allowable. Lessee shall executa in writing an instrument identifying and describing the pooled ecreage. Such
unils may be designaled ejther before or after the completicn of wells. Drlling operstions and production on
any part of the pooled acreage shall ba treated as if such drilling operations were upon or such production wes
from the land described in Lhis lease, whether the well or walls be located on the land covered by this lease or
not. The eniire acreage pooled into a unit shall be reated for all purposes, except the payment of royaltias on
production from the pooled unit, as if il were included in ths leese. In liev of the royaltles hefein provided,
Lessor shall raceive an produclion from a unit so pocled only such portion of the royally stipuldted herein as
lhe amount of his acreage placed in the unit or his royally interast therein on an acreage basié bears to the
totat acreage so pooled in the particular unit involved.

It, prior to discovery of ol liquid hydrocarbons, gas or thelr respective canstituent praducts, or any of
them, on said land or on land pooied therewith, L essee shouid drilt and abandon a dry hole or holes thereon,
ar if, after discavery of oil, liquid hydracarbons, gas or their respective constituent products, or any of them, the
production thereof should cease from any cause, this ieage shall not terminate if Lesses commences
additional drilling or rewarking operation wilhin sixty (60) days thereaftzr. if, at the expiration of the primary
term, oil, liquid hydrocarbons, gas or their nespective constituent products, or any of them, is nol being
produced on said land or land pooled therewith but Lessee is theh engaged in operations for driliing, mining or
raworking of any well or wells thereon, this Issse shall remain in force so long as such oparstions or said
additional operations are commenced and prosecuted (whether on the same or successive walis) with no
cessation of more thanh sixty (60) consecutive days, and, if they result in production, a0 fong thereafter as ol
liquid hydrocartoons, gas or their respective constituent progucts, or any of thetn, is produced from said iand or
land pooled therawith, In the event a well or wells producing oil or gas in paying quantities should be brought
in on adjacent land and within twa hundred feet (200 It.) of and draning the leased premises, Lessee agrees
to drill such offset walls as a reasonably prudent operalar wolld drill undar the same or similar ¢ircurnstances,

The judgmeni of the Lessea, when not fraudutenlly exercised, in carsying out the purposes of this iease shall
ba conclusive.

Lesses shail have iree use of oll, gas and water from sald land, except water from Lessor's wells and
tanks, for all operations hereunder, including repressuring, pressure maintenance, cycling, and secondary
recovery operations, and the royalty shall be computed efter deducting any so used. Legsae shall have the
right at any time duting or after \he expiration of this iease to remova all propary and fixlures placed by
Lessee on said land, including the right to draw and remove all casing. When requlred by Lessor, Lessae will
bury all pipelines beiow ardinary plow depth. Lessee shail pay for damages caused by #¢ operations {o
growing crops on said land Mo well shalt be drilled within two hundred feet {200 11.) of any residence or barn
now on said 'and without Lessor's consent. Lessor shall have the privilege, at his rigk and expense, of using
gas fro!'n any wall on said iand for stoves and inside lights in the principal dwelling thereon, out of any surplus

I T T T
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The rights cf either party hereunder may be assigned in whole of in part and the provisions hareot
shall extend lo tha heirs, executors, adminislialors, successors, and 23signg, but ho change or division In
ownership of the land or royatties, however accomplished, shali operate (o enlarge the obligations or diminish
the rights of L essee or require the instatlation of separate measuring tanks. No such change or division in the
ownership of the (and or royalties shall be tinding upon Lessee lor any purpese until such parson acqulr!ng
any interest has furnishad Lessee with the instrument or instruments, or certified coples thereof, conslituting
his chain of title from the original Lessor. Ar assignment of thig lease, in whgle orin pary, shall, {o the exient
of such assignment, relieve and discharge Lessee of any obligations hereunder, and if assignee of part or
parts hereof ghall fall 1o comply with any provision of ihe lease, such default shall not sffect this lease insofar
as it covers tha part of said lends retained by Lessee or annther assignes.

\When drilling or other aperavons are delayed or intemrupted as a result of any cause whatsoever
beyond the contrel of Lesses, the time of such delay or interruption shall not he ¢counted against Lessee.
Lessee shall not be held liable in damages for fallure to comply wilh any express or implied covenant of this
tease if compliancs is prevented by, or if such failure 18 the result of any Stals, Federal, or Municipal law,
srdinance, Execulive order, rule or reguiation.

Lagsor hereby warranie and agress o defend the titie lo sald land, and agrees thet Lessar, at lis
optior, may discharge any tex, mortgage, or other lien upon sald {and, and in the event Lesses does 8o, it
shail be subrogated to such lien wilh the right to enforce same and epply renlals and royaities acgruing
hereunder toward satisfying same. Withoul impairment of Lessee's rights under the warranty in the event of
fallure of tille, it is agreed ihat, if Lessor uwns an interest in the oil and gas end like minerals underiying said
land fess than Lha entire fee simple esiate, then the royaities and rentals to be paid L. essor shall be reduced
propotlionately. This lsase shall bé binding upcn all who axecule i, and lhay shali ba considered Lessars,
whathet or not they are named In the granling ciause herect and whether or not sll parties named in the
granting clause execute Lhis lease.

Notwithetanding anything hereln (o the contrary the terms and condilions of this legse shall be
expressly subject to the provisions of Exhibil "A” attached hereto anc incomporated herain by reference.

The undersigned Lessors, for themselves and their heirs, successors, and assigns, hareby surrender,

releage and walve all 'ight of homestead in the premises harein desciibed, insofar as said right of homesiead
may in any way affact the purpose for which this Isase is made as recited hersin,

A

IN WITNESS WHEREOF, we sign the day #nd year first above written.

. SEAL] X ./  IsEAL
L. David Aliyn Donna M. Allyn :
Acknowledgement of Lease
STATEOF  INDIANA )
)$S
COUNTY OF POSEY )

I, the undersigned, a Notary Public, In and for said County snd State aforesaid HE
CERTIFY that L. David Allyn and Danna M. Allyr, husband and wile ;:rsonally known to ma'lc?b?é theigr?'q:
persons whose names are subscribed to the foregoing instrument, as having axecuted the same, appeared
befure me this day In person and acknowledged that they signed, sealed and defivered the s=ld Inslrument as
thelr free and voluntary act for the uses end purposes therein set forth, Inctudicig the release and waiver of the
right of homestead.

-
Given under my hand and Notarial sea) this | | day of Q'-\-r;b,g.r- , 2004,

NOTARY PUBLIC (please sign above)
Notary seal and commission expiration: 7/ | | 2607
Reglding in_Pasey County, indiana

ke lib, o

B TTTIVIeS
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"EXHIBIT A"

Attached Lo and hereby made a part of What certain oit and gas lease by and batween L. Lavid
Allyn and Donna M. Allyn as Lessors and Continental Resources of ilingis, Inc. as Lesses and dated

Octobar 15, 2004.

Lessors and Lessee hereby agree 10 the following additional ferms and condilions

1. Prior 10 or at the lime that a drifling rig is moved onto each location on the land, Lessee shall pay
Lessor $2,000.00, which shail apply loward payment of land damages and shall be non-
refundable, Lessee shall pay for all actual land damages caused by drilling and produclion
operations, and ehall receive a credil of $2 000.00 per localion for the amouni paid prior Lo drilling
against said actual damages. in addition, when and as any wel or any drilling sile is abandoned,
Lessee shall fill up and level all holas, pits, dlichies and ruts caused by its operalions theraon and
return the [and as nearly as possible to #s original condition prior Lo entry by Lessee,

2. All drilling and production operations conducted by the Lessee on the lend shall be in a neat and
orderly manner. {_essee shall not allow junk cr refuse to accumulate on Jands cleared for drilling
or preduction operations and shail cantral growth and spread of weeds, es to those lands only.
Oirillirig mud shall not be covered over in the pils (If any), but ail pds {if any) shal be cleaned and
spread out before the filling and resioning of the Jand.

a Lessge covenants and agrees to bury {and to keap buried) any pipes and flow lines below plow
depth. Plow depth shall be considzred 1o ba ho less than three feet below the surface of he
ground. The lacatian of any tank batlerias pipelines, roadways, power stalions or structures an
the iand for ihe purpose of accumulating and storing oif and/or gas protuced therefrom, shall be
by mutual consenl of Lessor and Lessee hergln, said consent shall not be unreasonably withheld
by Lessor,

4, Lesses hereby egrees to replace or repair any dramage tile damaged as a result of Lessee's
operations on the land.

5. Lessee hereby agrees (o pay for any growing crop destroyed by said aperations under this oil and
gas Isase al prevalling markel rates.

Signed for Acceplance.

X ﬁ) &ngﬂ p {ZZQ’ 2
L. David Allyn

Donna M. Allyn
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OIL AND GAS LEABE
(88 Rev.B)
THIS AGREEMENT made this 12°
day of January, 2005 between:
Emily A. Mogre
8225 Beech Knoli (For Recorders Use)

indianapolis, IN 46256

herein called Lesscr
(whether ore or more},
and

Continantal Resaurces nf itinoig, Inc.
P.O. Box 743
Mt Vemon, IL 62654

herein catied Lessee (whether one or more)

Lessor, in consideration of Ten Dollars (§10.00) in hand pald, receipl of which i3 hareby
acknowledged, and of the royalties herein provided and of the agreemaents of the Lesaes hergin contained,
hereby grants, leases and lets exclusively unic Lessee for the purpose of invesligaling, explering, prospecting,
drilling, mining and operating for and producing oil, liquid hydrocarbons, all gases, angd their respective
constituent products, injacting gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing
oll, building tanks, ponds, power stations, telephore lines, and other structures and things thereon o producs.
save, take care of. treat, manufacture, process, store and transport said oll, iiquid hydrocarbons, gases, and
their respective constituent products and ather products manufactured therefrom, together with the right of
ingress and egrest thereto or to other land under lease to Lessee, the following described land in Posey
County, Indiana 1o-wit:

Township 8 South, Range 13 West of th 2™ P.M,
Section 34; 30 acres off Norih side of Ne/d Se/d
30 acres off North end of W/2 Se/4
10 Acre strip off south side of Ne/4 Ne/M4
Se/d Ne/ld

and containing 110 scres, mare or less. [t is Intended hareby to include heremn all lands and interest therein
conliguous to or pertinent to the above described land and owned or ciaimed by Lesscr For the purpose of
making any paymeni based cn acreage, sald jard and its constituent parcels shall be deemed to contain the
acreage above steted whether they actually contain mare or iess, This laase shall cover all the interest in said
(and now owned by or hereafter vested in Lessor, even though greater than the undivided interest {if any)
described above.

Subject to the other provisicns herain contained, this lease shalt remain in force for a term of Two
{2) Yaure frem this dete (called “primary term”) and as lcng thereafter es oil, liquil hydrocarbons, gas or
thair respective constituent products, ar any of them is produced from said land ¢r tand with which said
land Is pooled; provided howevar, that for injection purposes this lease shall continue in fuli torce and
effect anly as to the subsurface etrata or stratas into which such Injections are being made, togethet with
such surface privilages &s rnay be neceseary or desirable 1o continue such injections.
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\d by Lessee are: (@) on oil. and on other liquid hydrocarbons saved at the wel,

ona-eig;:‘let)ﬁvhzituﬁggu?;dpaanﬂaved from satloﬁland, same to be delivered ai_tha‘wells or to the credit of
Lessor in the pipe line to which the wells may be connecled; Lessor's interest in aither case shall bear its
preportion of any expenses for treating oil to make it marketabie as crude; (b) on gas, including casinghead
gas and all gaseous substances, produced from said land and sold or vsed off the premises OF in th'a'
manufacture of gasciine or othet products therefrom, the market value at the mouth of the well of one-eight
of the g sa 60id or used, provided that on gas sokd at the wells the royalty shall be one-aighth of the amaunt
realized from such saie; and (c) If atany time whiie there is a gas well or walls on the above land (and for the
purposes of this clause (c) the term "gas well' shall include wells capabla of producing natural gas
condensate, distillate or any gaseous substance and wells classified as gos wells by any governmental
authority) such well or walls are shutl in, and if this lease is not continued in force by for some other provigion
hereaf, then it shall nevertheless continue in force for a period of hinaty (80} dag.rs from the date such u_rell or
wells ara shut in, and befora the expiration.of any such ninaty day (80 gay) period, Lessee or any assignee
hereunder may pay of lander an advance anhuai rayaity payment of Fifty Dollars ($60.00) for each such well,
and if such paymeant or tendar is made, this lease shall continue in tarce and it s!\all tve considered that gas is
being produced from the leased premises in paying quantities within the meaning of paragraph 2 hereof for
one (1) year from the date such payment is made, and in iike manner subsequgnt advanga annual royalty
payments may be made or tendered and this lease shalil continue in force and Hwill be qonmdered that gas is
being produced from the leased premises in paying quantities within tha meaning of gaid paragraph 2 dufing
any annuat period for which such royalty payment is 5o paid of tandered; such advence royalty payment may
be paid or tendered in the same manner as provided herein for the payment or tender of delay r&ptals; rayalty
accruing 1o the owners thereof on any production from the leased premises during any annual period for which
advaence royalty is paid may be credited against such advance payment.

Lessee is hereby granted the right to pool or unitize this lease, the land covered by i, or any part
theracf, with any other land, lease or leases ar parts thereof, for the preduction of oll, liquid hydrocarbons and
all gases and their respective conetituent products, or any of them, No unit for the production of of shail
embrace mare than eighty (80} acres, except In cases where it rmay be necessary of convenient o conform a
unit to survey subdivisions, such unit may coniain nok to excesd eighty-five (85) acres. provided, howaver, that
if any Federal or State law, Execylive order, nie or regulation shafl prescribe a spacing pattem for the
davelopment of the fleld or allocate a preducing allowable on acreage per well, then any such units may
embrace as much additional acreage as may be s0 prescribad or as may be used in such allocation or
aliowable. Lesses shall execute inwriting an instrument identifying and describing the pocled acreage. Such
units may be designated sither before or aftar the completion of wells. Dridling operations and production on
any part of the poclad acreage shall be treatad as if such drilling operations were upon or such production was
from the land described in this lease, whether the well or wells be iocated on the land covered by this lease or
not The entire acreage pooled inta a unit shall be treated for all purposes, except the payment of royatties on
production from the pooled unit, as if it were includeg in this lease. In fieu of the royalties herein provided,
Lesasor shall raceive on proguction from a unit $0 pooled only such portion of the royalty stipulated herein gs
the amount of his acreage placed In the onit or his royelty interes! therei on an acreage basig baars to the
total acreage so poolad in the particular unit involved.

If, prior to discovery of oil, fiquid hydrocarbons, gas or their respective constituent products, or any of
them, on said land or on Iand pocled therewith, Lessee should drill and abandon a dry hole or holes thereon,
orif, after discovery of oil, liquid hydrocerbons, gas or their raspective constituent products, or any of them, the
production lhereof should cease from any cause, this lease shall not terminste f Lessee commences
additional drilling or reworking operation within sixty (80) days theraafter, If, at the expiration of the primary
term, cil, lguid hydrocarbons, gas or their respactive constituent products, or any of them, is not bsing
praduced on said kand or land pooled therewlth but Lessee is then engaged in operaticns for drilling, mining or
reworking of any well or wells thareen, this iease shall remain In force so tong as such operations or said
additional operstions are commenced and prosaeculed (whether on the same or successive wells) with no
cesgation of more then sixty (60) consecutive days, and, it they resu't in produchion, so long thereafter as oil,
ilquid hydrocarbons, gas or thelr respective conglituent products, or any of them, is preduced from sald land or
land pooled therewith. In the event & wel or wells producing oil or gas in paying quantities should be brought
in on edjacent land and within two hundred feet (200 # ) of and draining the lgased premises, Lestee agrees
to drill suzh aftest weils as a reasonably prudent cperator would drill under the same or similar circumnstances

The judgment of the Lesses, when notfraudulently exercised, in canying out the purpases of this lease shail
be conclusive.

Lessee shall have free vse of 0il, gas and weater from eaid land, except water frem Lesaor's wells and
tanks, for all operations hereunder, including reprassuring, pressure maintenance, cycling, and aecondary
recovary operationa, and the royally shall be computed after deducting any 50 used. Lessee shall have the
right at any time during or aher the expiration of this lease to remove ali property and fixturas placed by
Lessee on $aid land, including the right to draw and remove all casing. ¥vhen required by Lessor, Lessee will
bury ail pipelinag below ordinary piow depth. [essea shail pay for damages caused by its operations fo
growing crops on said land. No well shall be drifled within twio hundred feet {200 f.) of any residence of bern
now on said lend without Lessor's consent Lassor shall have the privilege, at his risk and experiee, of using

gas from any well on said land for stoves and inside lights 1n the principal dwelling therean, oul of any surplus
gae not heeded for operstions harsunder.
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Tho rdghis of eithar party hereunder may be assigned in whole or in part and the provisions hereof
shail extend Lo ihe heirs, eXecutons, auriinllialurs, Suecousore, and AALIGNE NUIt G LYshge of division in
ownership of the land or ruydities, however assompliched, shall operate to enlarge the obligations or diminish
the rights of Lesses or require the instailation of separate measuring tanks. No such change or divisioninthe
ownership of the land or royaliles shall be binding upon Lessee for any purpose urvtu! such person acqulring
any interest has fumished Lesese with the instrument of instruments, or certified copien thereaf, consfituting
his chain of tile from the original Lessor An assignment of this lease. in whole or in pat, shall, to the extent
of such assignment, refleve and discharge Lessee of any obligations hereunder, and if agsignee of Part er
parts herenf shei fail to comply with any provision of the lease, such default shati not aMect this lease insofer
as it covers the part of said lands retained by Lessee or another assignee.

When driling or other operations are delayed or interruptad as a result of any cause whatsoever
beyond tha control of Lessee, the time of such delay or internuption shall not be counted against Lessee.
Lesses shall not be held liable in damages for tailure to camply with any express or implied covenant of this
lease If compliance is prevented by, or  such tailure is the result of any State. Federal, or Municipal (aw,
ordinancé, Exacutive order, rule or regulation,

Lessor herpby warrants and agrees ‘o defend the (s o said land, and agrees that Lessee, at iis
option, may discharge any tax, mortgaga, or other fien upon said iand, and in the event Lessee does 59, it
shall be subrogated to such lien with the right to enforce same and appiy rontals and royalties acsruing
hereunder toward satisfying same. Withaut impairment of Lessee's rights under the warranty in the event of
faiture of title, itis agreed that, if Lessor owns an interest in ihe oil and gas and like minerals underying sald
1and less than the entire fee simple estate, then the royalties and rentals to be paid Lesaor shall be reduced
proportianately. This lease shall ba binding upon al who execute it, and thaey shall be considered {_esgors,
whather or not they are named In the granting clause hareof and whether or not all parties namad in the
granting clause execule this laase,

Notwithstanding snylhing herein (o the comtrary the tarms and conditions of this lease shall be
expressly subject ta tha provisions of Exhibit “A” attachad hereto and incorporated hereln by referenca.

Tha undersigned Lessors, for themselves and their heirs, successors, ant assigns, hereby surmender,
release and waive all right of homestead in the premises herein described, insofar s said right of homestead
may in any way affect the purpose for which this lease is made as recited herein.

IN WITNESS WHEREQF, we sign the day and year first acove written.
X Eonedl] &-PHrore [SEAL]

. EmihO% Moore
Ackn n &
STATE OF INDIANA }

88
COUNTY OF  MARION }

|, the undersigned. a Motary Public, in and fer sald County and State aforesaid, DO HERERY
CERTIFY that Emily A. Moore knowr. (o me to be the same persans whose names are subscribed to the
foregoing instrument, as having execuled the same, appeared before ma this day in person and
acknowledged that they signed, sealed and delivered the said instrument as their free ang valuntary act for the

uses and purposes tharen set forth, including the release \and waiver of tha right 5f homestead.
W

Given under my hend and Notaria! seal this day of %{ UL, . 2008,
o : {
3 ~{please sign above)
i | cifmmission expiretion.
o es N County, indiana BRADLEY \v. HERBERT
4o T Begecte Notary Puatic, State of indiana
”ﬁ w;ﬁf\l:"l\f\ County of Hancock

' . My Cammission Expires Oc!. 30, 2011
indiana Mambers Cradit Unlon ’
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"EXHIBIT A

Atiached to and hereby made & part of that cavtan Gl and yus haaso by and betusnn Emily 8

Moore as Lessor and Continental Resources of lllinais, Inc. as Lessas and datad January 12, 2005,

Lessors and Lessee hereby agree to the fullewing additional terms and conditions

1.

Prior to or at the time that a drifing rig i& moved onto each location on the land, Lessee shall pay
Lessor $2,000.00, which shali apply toward payment of land damages and shall be non-
refundable. Lessee shall pay for all actual land damages ¢aused by drilling and production
operaticne, and shall receive a cradit of $2,000,05 per location for the amournt paid prior 1o drilling
against gaid actust damages. In addiuon, when and as eny wall or any drilling stte is abandonhed,
Lessee shell fill up and Isvet all holes, pits, ditches and ruts caused by its operations theraon and
ratumn the land as nearly as possibla to its origingl congdition prior 10 entry by Lessse.

All driling and production operations conducted by the Lessee on the land shall be in a neat and
orderly manner. Lessee $hall not allow junk or rafuse o accumulate on lands cieared for driling
or production aperations and shall control growth and spread of weeds, as (o those lands only,
Drilling mud shall pot be covered gver in the pis (if any), but all pits (if ahy) shail ba cleaned and
spread out before the filling and restoring of the land.

Lessee covenanls amd agrees to bury (and to keep buned) any pipas and fiow lines below plow
depth. Plow depth shall bs considered to te ne jess than three feet below the suface of the
ground. The location of any tank batteries, pipelines, roadways, power stations or structuras on
the land for the purpese of accumuigting and storing oil andfor gas produced tharafrom, shall be
by mulual consent of Lessar and [essea harein, said consent ghall not be unreasonably withheld
by Lessor.

Lessee hereby agrees o repiace or repair any drainage lila damaged as a resuli of Lessee’s
operations on the fand

Lessee hereby agrees to pay for any growing crap destroyed by said operations under thig oil and
gas lease at prevailing market rates.

Signed for Acceptance:

xz’%‘?"%«-«

Emily A. Moare




£ 9
1 200%00%21 Page ! o

/02/2005 Time 12:17:19
s D.L:egzv inu wrv @FCORDER

. ELPERS ¥
2::2“ J. ELPE 17.00

OIL AND GAS LEASE
{88 Rev.B)

THIS AGREEMENT made this 12"
day of Jajuary, 2005 between:

Allyn G, Simpson, Ronaid L. Simpson (J‘{ f .
L, David Allyn, Jeanilas-l-Ailyh, Miohaet
L—-Alyn, Matthaow-D-dly. Marilyn K, (For Recorders Use) ,

Thompson, Ghares-A—thempsen; .
Nathalie A. Thompson, and JARD Group, a partnership,
Kenneth J. Juncker, managing partner, and Mary L. Juncker

heraln called Lessor
(whether one or more),
ard

Gontinental Resources of Hlinois, Inc.
P.O. Box 748
ML Vernon, (L 52884

hereln called Leasae (wheihar one or more).

Lessar, in consideration of Ten Dollars ($10.00) in hand paid, receipt of which is hereby
acknowladged, and of the royalties herein provided and of the agreemants of the Lessee harein contained,
hereby grants, leases and lets exclusively unto Lessee for the purpose of invastigaling, exploring, prospecting,
drilling, mining and operating for and producing oil, liquid hydrocarkons, sll gases, and their respective
constituant products, injecing gas, waters, other fluids, and air into subsurface strata, laying pipe lines, storing
oil, building ianks, ponds, power stations, telephons lines, and other structures and things thereon fo produce,
save, take care of, treal, manufacture, process, siore and transport said oH, liquid hydrocarbans, gases, and
their respectiva constituent products and other products manufactured theralrom, Wogether with the right of
ingrass and egress thereto or to other land under (ease to Lessee, the foliowing described iand in Posey
County, Indlana to-wit:

Township ¢ South, Range 13 West of the 2™ P.M.
Section 34: 30 acres off North side of Ne/d Sa/4
30 acres off North end of W72 Se/d
10 Acre sirip oFf scuth side of Ne’4 Ne/4
Salq Neld

and containing 110 acres, more or less. It is intended hereby to include herein all lands and interest therein
contiguous to or pertinent fo the above described lard and owned or ciasmed by Lessor For the purpose of
making any payment based on acreage, said iand and its constituent parcels shall be deemad to contain the
acreage above stated whether they actually contain more or legs, This lease shall cover all the interest in said
land now ownad by or hereafter vestad in Lossor, even though greater than the undivided interest (if any)
described abave,

Subject 1o the ather provisions hereln contained, this lease shail rerain in force for a ferm of Two
{2} Yoars from this date {called "primary term”) and as long thereatter as ail. liquid hydrocarbons, gas or
their respective constituend products, or any of them is produced from said iand or land with which said
land is pooled; provided, however, that for injaction purposes this lease shall continue in full force and
effect only as to the subsurface sirata or Stratas into which such thjeclions ave being made, together with
such surface privieges as may be necesaary or desirable to cortinue such injections,
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Tha reyaltiar fo be paid by Lessee are: (a) on cil, and on ciner liquid hydrocarbions saved at the vrrell,
one-eighth of that produced and saved from said 1and, Same 10 be dutivered at the wolls or to the rradit of
Lessor in the pipe line to which the wells may be connecied. Lessor's interest in either case shali bear its
proporticn of any expensas for treeting oi! to make it marketable as crude; (b) on gas, including casnngnead
ges and all gaseous substances, produced from said iand and sold or used off the premises or in the
manufacture of gasaline or other products therefrom. the market valua at the mouth of the well of one-gighth
ofthe gas 8o soid ar used, provided that on gas sold at the wells the royelty shall be one-eighth of the amount
realized from such sale; and (c) if at any ime while there is a gas well or walls on the abave land {and forthe
purposas of this clause (c) the term “gas well® ehall include wells capable of producing natursl gas
condensate, distillgla or any gaseous substznce and wells ciassified as gas wells by any govermmertal
authority) such wel or welis are shut in, and it this lease is not continued in force by for some other provision
hereof, then it shall nevertheiess continue in force for a period of ninety (SU) days from the date such vgeh or
wells ore shut in, and before the expiration of any such ninety day (90 day) perlod, Lesses or ary assignee
aereunder may pay of tender an advance annual royalty payment of Fifty Dollars ($50,00) for each guch we!l,
and if such payment or tender is mada, this iease ahall continue in force and ¢ spail ba considered that gasis
being produced from the leased premises in paying quantities within the meaning of paragraph 2 hareof for
one (1) year from the date such payment is made, and in like manner subsequent advance annual rayaly
payments may be made or tendered and this lease shail continue In force and it will be considered that gasis
being produced from the leased pramises in paying guantities within the meaning of said paragraph 2 during
any annual period for which such royalty payment is $o paid or terdered, such advance royalty payment may
be paid of tendered in the same manrer as provided hergin for the payment or tender of delay rertals; royaity
accruing o the owners thereof on Bny production from the leased premises during any annual period for which
advance royalty 's paid may be credited against such advance payment.

Lesees is hereby granted the right to pool or unitize this lease, the land covered by it, or any part
thergof with any other lsnd, leaae or leases or parts thereot, for the production of o, liquid hydrocarbons and
all gases and their respective constituent praducts, or any of them. No unit for the production of ol shall
embraca more than eighty (80) acres, except in cases where it may be necessary or convenient fo conform a
unit to survey subdivisions, such unit mey contain not to exceed eighty-five (BS) arres, provided, however, that
if any Federat or State law, Executive order, ruie ar regulation shalt prascribe a spacing pattern for the
development of the field cr allocate a producing allowable on acreage per well, then any such units may
embrace as much additional acreage as may be 50 prescribed or as may be used in such allogation or
alliowabie. Lesses shali execute in writing an instrument isentifying and describing the pooled acreage. Such
units may be designated either befare ¢r after the completior: of wells. Driling oparations and proguetion on
any part of the posied acreage shall be tresled as it such driing operations were upon or euch production was
from the land described in this leage, whether tha well or wells be located on the fand covered by this lgase or
not, The entire acreage pocled into & unit shal) be trealed for all purposes, excepl the payment of royaities on
production from the pooled uni, as if it wera included !n this '@ase. !n lisu of the royalties herein provided,
Lessor shall receive on produchon from a unit 50 pooled only such portion of tha royalty stipidated herein 2s
the amount of his acreage placed in the unit or his royalty interest therein on an acreage basis bears to the
total acreage so pooied in the particular unit involved.

It, prior to discovery of oil, liquid hydrocarbons, gas or thelr respective constituant producis, or any of
them, an sald land or on land pocled therewlth, Lessee shauld drill and abanden a dry hole or holes therson
or if, afler discovery of oil, liquid hydrocarbons, gas or their respective constituant products, or any oftheim, the
production theraof should caase from any cause, this lease shail net irminate if Lessee commenges
addtional drilling or rewerking operation within sixty (50) days thereafter. If, at the exprration of the primary
term, oil, liquid hydrocarbers, gas or their respective constituent products, ar any of them, is nat being
produced on said lang or land pooled therewith but Lessee is then engaged in operations for drilling, mining or
reworking of eny well or welis thereon, this lease shail remain in force 8¢ lcng a& such operations or sald
additionel operations are commenced and prosecutea {whather cn the same or successive wells) with no
cessation of maore than sixty [60) consecutive days, and, if they result in preduction, so long thereafter as oil,
liquid hydracarbons, gas or their respective constituent products, or any of them, is produced from said land or
land pooied therewith. in the event a well or wells producing ol or ges in paying quantities should be brought
in on adjacent land and within two hundred feet (200 ft.} of and draining the leased premises, Lessee agrees
to drill such offset wells as a reasonably prudent operator wauld dhill under tha same or similar circumstances

The judgment of ihe Lessee, when not fraudulently exerciged, in carrying out the purposes of this lesse shall
be conclusive

Lessee shall have free use of oif, gas and waier from said [and, except water from Lessor's wells and
tanks, for all operations hereunder, inciuding repressuiing, pressure mainienance, cyeling, and secondgary
racovery operations, and the royalty shal' be computed after deducting any so used Lessee shell have fhe
right al any time during or after the expiration of this lease 10 remove all preperty and fixtures placed by
Lassee on said land, including the right 1o drew and remove 2l casing. When required by Lessor, Leszee will
bury all pipalines below ordinary plow dapth, Lessee shall pay for damages caused by its operations to
growing crops on said end. No well shali be drilled within two hundred feet (200 #.) of eny residence or barn
now on said iand without Lassor's consent. Lessor shall have the privilege, at his risk and expense, of using

gas frorm any well on said land for stoves and inside lights in the principal dwelling thereon, out of pny surplus
gas not needad for operaticns hereunder,
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The rights of elther party hereunder may be assigned in whole or in part and tha provisions h_empf
shail extend to the hairs, executors, administrators, successors, and assigns, hut no change or division N
ownership of the fand or royaities, however accomplished, shali operate to enlarge the obligetions or diminish
the rights of Lesgee or require the installation of separate measuring tanks. No sych change or division in the
ownership of the land or royaities shall be binding upon Lessee for any purpose unill such peraon acquiring
any interast has furmished Leasee with the instrument or instruments, or certified coples thereof, Sonstituting
his chain of title from the orginal Lessear. An assignment of this lease, in whole or in part, shail. ta the extent
of such assignment, relieve and discharge Leasee of any obligations hereunder, and if assignee of part or
parts hereof shall fail o comply with any provision of the lease, such default shail not affect this lease insofar
as it covers the part of seid fands retained by Lesses or anciher assignee.

When drilling or other operations are delayed or interrupted as a resuit of any cause whatsoover
beyond the contral of Leesee, the time of such delay or inferruption srall not be counted against Lessee,
Lesses shall not be held fiable in demages for tailure to comply with any express or Implied covenant of this
lease if compliance is prevented by, or it such failure is the result of any State, Federal, or Municipal law,
ordinance, Executive order, rula or regulation.

Lessor hereby warrants and agrees to defend the title to said land, end agrees that Lessee, at s
option, may discharge any tax, mortgage, or othet llen upon said land, and in the event Lesses does so, it
shall be subrogated to such lien with the right to enforce same and apply rentais and royalies aconiing
hereundar toward satisfying same. Without impairment of Lessee's rights under the warranty in the event of
failure of title, it is agreed that, if Legsor owns an interest in the of and gas and like minarals underlying sald
land less than the entire fee simple esiata, then the royalties and rentals to be paid Lessor ahall be reduced
proportionstely. This lease shall be binding upon all who execute it, and they shall be considered Lessors,
whether or not they ars namad in the granting clause hereof and whether or not all parties named In the
granting clagse execute thia lease

Natwithstanding anything hereir t6 the contrary the terms and conditions of this lease shal be
expressly subject to the provisions of Exhibit " attached hereto and incorporated hecein by reference.

The undersigned Lessers, for themeselvas and their hairs, successors, and gssigns, hereby sumander,
rélease and waive all right of homestead in the premises herein described, insofar as said right of homestead
may in any way affect the purpose for which this lease is made as recited herein,

IN WITNESS WHEREOF, we sign the day and year first abave written,

X J [SEAL] X [SEAL)
L. Pavid aliyn denmiert-Alyn

X e, L] X [SEAL]

tityn hompaon ~Mathew-D—Ailya

X _ [SEAL] %1 bbhaliy OmdhompnsadSEAL]
-Shaties-A-Thompoen Nathalie A. Thompaon

T Ao

X Tirmadob sy onndan~r  [3EAL] X [SEAL|

JARD Group By: Kepheth J. Juncker, mahuger  -Mieheet—Adyn—

XWMEAL] x & j /»//"{'*W\ SEAL)
ary L. dancker Allyp/G. Simpson Jf
x Bt 447-1144" [SEAL)

Ronaid L. Simpson ?
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STATE OF INDIANA )

)S$
COUNTY OF POSEY )

1, Me undersigned, a Notery Public, in and tor sad County anc State aforesaid, DO HEREBY
CERTIFY that Allyn G. Simpson, Ronald L. Simpson, L. David Allyn, Jeaaifart-AllkR, Micbaok-—yn;
Mathewb-Allyn, Marilyn K. Thompson, Greree-d-Thempesn, Nathalie A. Thompson, Kenneth J. Juricker,
as generat manager of the JARD Group, and Mary L. Juncker known to me to be the same persons whoss
names are subscribed to the foregeing instrument, as having executed the same, appeared bafore me this
day in person and acknow'edped that they signed, sealed and delivered the said instrument as their fres and

voluritary act for the uses and purposes thersin set forth, inciuding the relaase and waiver of the righnt of
homestead.

(4

Given under my hand and Motarial seal this _ﬂ_ dayof _ (/07 Qi’F’ , 2008,
NOTARY PUBLIC (please sign abova) T e,
Natary seal and commission expiration: July 1, 2009 il WA

Residing in Pgsey County, (ndlana { Ny T

3

f"r‘,}&_j‘,}"-‘,__ e f
.Ti'; ..O f«,"’:;"‘ T

.
Y
'"'mmm!“‘
|

This instrument was prepered by: Cohwin L Parker
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"EXHIDIT A"

. Marhyy

K. Thompson, Sheras-A—Thempeos, Nathalie A. Thom-p'sson. JARD Gmﬁp by ﬁennem J. Juncker, genersl
manager; ard Mary L. Juncker 3s Lessors and Continentai Resources of linois, inc. us Lessee and dated

Janyary 12, 2005.

{essors and Lassee hereby agree to the foliowing additionai terms and conditiors.

1

Pricr to or 2t the time that a drilling rig s moved onto each location on the land, Lessee shall pay
Lessor $2,000.00, which shali apply toward payment of land damages and shell be non-
refundable. Lessee shall pay for all actual Jand damages caused by drilling and production
operations, 8nd shal receive a credit of $2,000.00 per locatian for ihe 2mount pald priar to drilling
against said actual damages. In addition, when and as any weill or any drilling sitz is abandoned,
Lesses shall fill up and leve; all holes, pits. dilches and ruts caused by its operations therson and
return the lant 88 nearly as possible Lo its original condition prior to entry by Lesses.

Al drilling and production operations conducied by the Lessee on the land shell be in a neat and
orderly manner, Lessee shali not allow junk ur refuse lo accumuiate on lands cleared for drilling
or production operations and shall control growth and spread of weads, es lo those lands only.
Driting mud shall not be covered ovar in the pits (if any), but afl pits (if any) shall be cleaned and
spread out before the filiing and restoring of the land.

Lessee covenants and agrees to bury (and to keep buried) any pipes and fiow ines below piow
depth. Piow depth shak be considered to be no less than three feet balow the surface of the
ground. The location of any tank batteries, pipelines. roadways, pawer stations or structures on
the lard for the purpose of accumulating and storing oil and/or gas producad thergfrom, shall be
by mutual consent of Lessor and Lesses herein, said consent shadl not be unreasonably withheld
by Lessor.

Lessee hereby agrees to repiace or repar ahy drainage iile damagad a9 a result of L assee’s
operations on the lana.

Lessaea hitraby agrees o pay for any growing crop destroyed by sa'd operations under this oil and
gas lease at prevalling marked rates.

Signed for Acceptance:

X

X

j // -

X
L. David Altyn Allyn G Simpsen /

xﬂw {Afhﬂﬂ‘w‘

Jennifer L, Allyn Renald |. Simpson 7

(.~ 7
X X 72’ g e PR o’
Mafliyn K. mpson Mary L. Julcker

X

X

) 4
Charles A. Thompson Matthew D. Allyn
: 8 g]fkaru.f?aw X
Nathalie A. Thompson Michael L. Allyn



NATION ROAD WATERFLOOD UNIT
ROYALTY UNITIZATION AGREEMENT

THIS AGREEMENT, dated for convenience of reference as of the 1* day of February,
2008, by and between CONTINENTAL RESCURCES, INC., hereinafter called “Operator”, and
the other parties who have signed the original of this instrument, a counterpart thereof or other
instrument agreeing to be bound by the provisions hereof:

WITNESSETH
That

WHEREAS, Operator is the current operator and Working Interest Owners (as
hereinafier defined) are the owners of the entire working interest in and to the oil and gas leases
covering the Unit Area (as hereinafter defined), and Royalty Owners (as hereinafter defined)
own or claim royalty, overriding rovalty, production payments, or other rights or interests, all
subject to the above-mentioned oil and gas leases and to the rights of Operator and Working
Interest Owners to explore for and produce Unitized Substances (as hereinafter defined) from the
Unit Area; and

WHEREAS, it 1s the desire of the parties to provide for the prevention of waste, and for
the conservation and greatest vltimate recovery of Unitized Substances in the operation and
development of the Unit Area, and to that end desire to provide for the development and
operation of the Unit Area as an entirety and as though covered by a single lease executed by the
owners of all interests therein;

NOW, THEREFORE, in consideration of the premises and the covenants and agreements
hereinafter set out and contained, it is agreed by and between the parties, as follows:

1. Definition of Terms.

(a) “Unit Area” means the lands outlined on the map attached hereto, marked
Exhibit “B” and subject to the oil and gas leases described in a schedule thereof attached hereto,
marked Exhibit “A.”.

(b)  “Separate Tract” means each tract which is given a separate tract number
and percentage of participation on Exhibit “B” attached hereto. The separate tracts in the
aggregate are the same as the Unit Area.




(c) “Unitized Substances” means all oil, gas, casinghead gas and other liquid
and gaseous hydrocarbons produced from all formations underlying the Unit Area after the
effective date hereof.

(d) “Royalty Owner” is one who, subject to the right of Operator and
Working Interest Owners to explore for and produce Unitized Substances from the Unit Area,
owns land, mineral rights, royalties, overriding royalties, production payments or other rights or
interests in the Unitized Substances.

(e) “Working Interest Owners™ are those person or entities owning an interest
which is chargeable with and obligated to pay or bear, either in cash or out of production or
otherwise, all or a portion of the cost of drilling, developing and operating the oil and gas leases
described in Exhibit “A.” The rights and obligations of the Operator and the Working Interest
Owners, inter se, are governed and controlled by the terms and provisions of that certain
Operating Agreement dated November 19, 2004.

2. Development as Entirety. Operator and Working Interest Owners shall develop
and operate the Unit Area for the production of Unitized Substances as an entirety and as though
said Unit Area were covered by a single lease executed by the owners of all interests in the Unit
Area. Such development may include primary, secondary, tertiary and other methods of
recovery and the dnlling or conversion of vertical, directional and horizontal wells. In this
connection, Operator and Working Interest Owners are hereby granted the right (1) to imject into
subsurface strata such substances and in such amounts deemed expedient for unit operations; (2)
to use for injection purposes any well located on the Unit Area; (3) to use so much of the surface
of the land within the Unit Area as may be reasonably necessary for unit operations; and (4) such
other and further rights and privileges as are necessary and convenient to the efficient and
economical operation of the Unit Area in accordance with good engineering and production
practices.

3. Allocation of Production. The Unitized Substances produced and sold after the
effective date hereof from any and all wells in the Unit Area shall be allocated to the Separate
Tracts in the Unit Area in accordance with the participation percentages set forth in Exhibit “C™
attached hereto. The portion of the Unitized Substances so allocated to each Separate Tract shall
be considered and treated for all purposes as though it had actually been produced from and was
the full production of that Separate Tract under the terms of the lease covering that Separate
Tract.

4, Payment of Rovalty. The royalty and any overriding, production payment,
carried interests, lien, or other obligation accruing upon, payable out of or measured by
production of Unitized Substances shall be based upon the allocation of the Unitized Substances
to the Separate Tracts in the Unit Area, and shall accrue and be paid in the same manner and to
the same extent as though the Unitized Substances so allocated to each Separate Tract had
actually been produced from that tract under the terms of the o1l and gas lease or leases covering
that tract. No such royalty, overriding royalty, production payment or other payment, interest or
obligation shall be payable upon or with respect to Unitized Substances used in the development

2.




and operation of the Unit Area or which may be unavoidably lost without want of due diligence
upon the part of Operator or Working Interest Owners. In the event that the lease, leases or other
contracts covering a Separate Tract do not expressly provide for the manner in which Unitized
Substances shall be divided or apportioned among the owners of separately owned divided
parcels within such Separate Tract, then division of the Unitized Substances allocated to such
Separate Tract among the owners of such divided parcels thereof shall be in the proportion that
each such separate owner’s acreage interest within the Separate Tract bears to the total acreage
in such Separate Tract.

5. Extension of Terms of 1 .eases and Other Instruments. The drilling, completion
and continued operation of a well on any portion of the Unit Area shall be considered and
construed as the dnlling, completion and continued operation of a well under the terms of each
lease, mineral deed, royalty conveyance or other instrument covering any portion of the Unit
Area; and the production of Unitized Substances from any Separate Tract in the Unit shall be
considered and construed as production under the terms of each lease, mineral deed, royalty
conveyance or other instrument covering any portion of the Unit Area and shall continue each of
said leases, deeds, conveyances and instruments in full force and effect as to all lands and
formations covered thereby in the same manner and to the same extent as though produced from
the land described in and covered by it.

6. Offset Wells. There shall be no obligation on Operator and Working Interest
Owners to offset any well or wells drilled on the separately owned or leased tracts into which the
Unit Area is now or may hereafter be divided, or to furnish separate measuring or receiving
tanks; provided that Operator and Working Interest Owners shall perform their obligations with
respect to the development of the Unit Area as a whole.

7. Effective Date. This agreement shall be binding upon each of the parties from
and after the date of its execution by such party, whether or not it is executed by all parties
owning interests in the Unit Area. Prior to the commencement of unit operations, Operator shall
file for record with the Recorder of Posey County, Indiana, a declaration stating the date and
hour upon which unit operations shall be commenced. The date and hour so specified in such
declaration shall be the “Effective Date”, as that term is used herein. A Royalty Owner may,
with the consent of Operator, execute this agreement after the Effective Date, or ratify the same,
and thereafter it shall be binding upon him.

8. Term. This agreement shall remain 1n force for a term co-extensive with the term
of the oil and gas leases, or any of them, covenng lands within the Unit Area, and all renewals,
modifications or extensions thereof and as long as Unitized Substances are produced from the
Unit Area or any part thereof.

9. Amendment of Teases. The oil and gas leases described in Exhibit “A” as herein
amended and modified, are hereby adopted, ratified, approved and confirmed and shall be and
remain in full force and effect.




10.  Execution. This agreement may be executed in any number of counterparts and
each such counterpart 8o executed shall have the same force and effect as an original instrument
and as if all of the parties to the aggregate counterparts had signed the same decument, or this
agreement may be ratified by & separate instrumeat in writing referring to this agreernent. Each
party acknowledges that no representation which is not incorporated hetrein has been made to
him or it, and that this instrument has been signed and delivered unconditionally.

11.  Qil in Tanks on Effective Date. Operator is authorized and directed to make a
proper and timely gauge of all tanks within the Unit Area to ascertain the amount of oil in such
tanks above pipe line connections on the Effective Date hereof . The oil 50 determined to be in
such 1anks shail remain and be the property of the parties owning the same immediately prior to
the Effective Date hereof,

12.  Binding Effect. The terms and provisions of this agreecment shall constituts
covenants running with the lands and shall extend to and become binding upon and invre to the
benefit of the parties, their heirs, executors, administrators, successors and assigns.

EXECUTED by the parties as of the date first above mentioned.

OPERATOR

CONTINENTAL RESOURCES, INC.

ROYALTY OWNERS
Parker Exploration & Development, LLC

)

By: Delwin Parker, its Managing Member Jane G. Bonaldi

Y
Donna M. Allyn E Joyce Ann Culley
Kathryn Day Culley Allyn G. Simpson




10.  Execution. This agreement may be executed in any number of counterparts and
each such counterpart so executed shall have the same force and effect as an original instrument
and as if all of the parties to the aggregate counterparts had signed the same document, or this
agreement my be ratified by a separate instrument in writing referring to this agreement. Each
party acknowledges that no representation which is not incorporated herein has been made to
him or it, and that this instrument has been signed and delivered unconditionally.

11, OilinT ffective Date. Operator is authorized and directed to make a
proper and timely gauge of all tanks within the Unit Area to ascertain the amount of oil in such
tanks above pipe line connections on the Effective Date hereof. The oil so determined to be in
such tanks shall remain and be the property of the partws owning the same immediately prior to
the Effective Date hereof.

12. Qg_l_ng__&ﬁ. The-tsrms. and pravisiobs of this agreement shall:constituts
covenants running with the land and shall extend to and become binding upon and inure to the

benefit of the parties, their heirs, executors, administrators, successors and assigns,
EXECUTED by the partles as of the date first above mentionad.
PERA

CONTINENTAL RESOURCES, INC.

By:
Richard H. Straeter, President of IL Division
ROYALTY OWNERS
Parker Exploration & Development, LLC
C it
By: Delwin Parker, its Managing Member ane G, Bonaldi
]
Donna M. Allyn / Joyce Ann Culley
Kathryn Day Culley Allyn G. Simpson

4.



4= 10,  Execution. This agreement may be executed in any number of counterparts and
each such counterpart so executed shall have the same force and effect as an original instrument
and as if all of the parties to the aggregnte counterparts had signed the same document, or this
agreement may be ratified by a separate instrument in writing referring to this agreement. Each
party acknowledges that no representation which is not incorporated herein has been made to
him or it, and that this instrument has been signed and delivered unconditionally.

11.  Qil in Tanks on Effective Date. Operator is authorized and directed to make a
proper and timely gauge of all tanks within the Unit Area to ascertain the amount of oil in such
tanks above pipe line connections on the Effective Date hereof . The oil so determined to be in
such tankg shall remain and be the property of the parties owning the same immediately prior to
the Effective Date hereof.

12. Binding Effect. The terms and provisions of this agreement shall constitute
covenants ruoning with the lands and shall extend to and becoms binding upon and inure to the
benefit of the partics, their heirs, executors, administrators, successors and assigns.

" EXECUTED by the parties as of the date first above mentioned.

OPERATOR

CONTINENTAL RESOURCES, INC.

ROYALTY OWNERS

Parker Exploration & Development, LLC

By: Delwin Parker, its Managing Member Jane G. Bonaldi

- 2 .
Donna M. Atlyn Ann Culley

Cull

Kathryn Day Culley Allyn g Simpson
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JARD Group, & partnership Aﬂﬂw’
. L. David Allyn
B}'i_‘Z‘_\-h_'-:?Ld‘aM"’
Kenneth J, Junckbt, General Manager A -
Nathalie A. Thompson - E%r‘qfh |

Wayne L. Culley Living Trust dated

November 25, 2002 i ﬁ( j 5 . y
: nald L. Simpson 4

By:
Wayne 1.. Culley, Trustee

Ruth E. Allyn Testamentagy Trust 4.
: Chatles A. Thompson
By-_ . 1 I
Allyn Hgency, Trustee - ;
WORKING INTE 3“““\ resemiadive oF the
G INTEREST OWNERS i
T MQ_mL&h Thompson Estete

Moore Family Holdings, Inc,

or U )

Lester D. Moore, President

Shakespeare Oil Co., Inc,

Donald &, Williams. Vice President

,AB"'*;&‘/'.

e .




JARD Group, a partnership

By:

Kenneth J. Juncker, Genral Manager

Wayne L. Culley Living Trust dated

NovembeZQ.S 2‘(? Z

L. David Allyn

Nathalie A. Thompson-Elderkin

Ronald L. Simpson

Waype L. Culley, Trusg

Ruth E. Allyn Testamentary Trust

By:

Charles A. Thompson

Allyn Agency, Trustee

Edward L. Thompson
Personal Representative of the
Marilyn Thompson Estate

WORKING INTEREST OWNERS

‘Contiental Resources, Tne.

By:

Moore Family Holdings, Inc.

By:

Richard H, Straeter, President of IL, Division

Lester D. Moore, President

Shakespear Oil Co., Inc..
L J

By:

Donald R. Williams, Vice President
T. Scott Evans, Qil Properties, Inc.

By:

T. Scott Evans, President

Richard F. Stracter



JARD Group, a partnership

By:
Kenneth J. lncker, General Manager

Wayne L. Culley Living Trust dated
November 25, 2002

By.

Wayne L. Culley, Trustee
Ruth E. Allyn Testamentary Trust

By.__
Allyn Agency, Trastee

L. David Allyn

Nathalie A, Thompson

Ronald L. Simpson

Charles A. Thompson

WORKING INTEREST OWNERS

Continental Resources, Inc.

By
Richard H. Stracter, President of IL Division

Moore Family Holdings, Inc.

By:
Lester D. Moare, President

Shakespeare Oil Co,, Inc.

By: Qmaaﬂ E A:);.QQ‘_

Donald R, Williams, Vice President

T. Scott Evans Oil Properties, Inc.

By: -
T. Scott Evans, President

Richard H. Stracter

-5-



This instrument prepared by Stephen T. Link, Attomey at Law, 1033 Mt, Pleasant Rd., Suite H,
Evansviile, IN 47725-7149, 1 affirm, under the penalties for perjury, that 1 have taken
reasonable care to redact each social security number in this document, unless required by law. -
Stephes T, Link

ROYALTY OWNERS’ ACKNOWLEDGMENTS

State of [ L) {wle/ }

Conty of shFensod 3
B fore me, a Notery Public within and for said county and state, on this Q day of
be é&

2008, personally appeared the within named Delwin Parker, known o me to

Manager Momber of Parker Exploration & Development, LLC., who, as such Managing

Member of said LLC, acknowledged the execution of the foregoing instmment as the free and
voluntary act of said LL.C, for the uses and purposes therein set forth.

WITNESS my hand and official seal.

et St
ot 10. Pritssl

Printed Name of Notary Public
I reside in #ﬁ(mwf County, M

State of L-_d iRN2 )

) ss:

County of Qgsg¥ )

Before me the undersigned, a Notary Public, personally sppeargd Donna M. Allyn, and

acknowledged the execution of this instrument this f ' » day of } , 2008,
[ ]
My Commission Expires: WP%%
Signature of Notary Public
& Dolwin L. Fryer
Printed Name of Notary Public

—
Iregide in Qc: S e.¥ County, __A._.gAj_sm_Q_



stte of_Lndiana )
) 88:
County of Q;}ﬁgg{ )

Before me the undersigned, a Notary Public, persanally appeared Allyn G. Simpson, and
acknowledged the execution of this instrument this ﬁ ‘Iyday of £} P:' \ . 2008.

My Commission Expires:

SignmeofNotnryPubiie
— L Delusin - Eagﬁ_-e_,r

Printed Name of Notary Public

I reside in E tﬁ,gﬁ( County, | v\ dlgnz.

state of “Lomlinwa,_ )
) s8:
County of _?ass.y_ )

Before me, a Notary Public within and for said county and state, on this Zﬁ ' h’day of

2008, personally appeared the within named Kenneth J, Juncker, known to

me to be the General Manager of JARD Group, a parinership, who, as such General Manager of

said parrinenship, acknowledged the execution of the foregoing instrument as the free and
voluntary act of said partnership, for the uses and purposes therein set forth.

WITNESS my hand end official seal.
My Commission Expires: :
Signature of Notaty Puhhc

n b Foricer

Printed Name of Notary Public

I reside in /Qc>5g¥ County,




State of 1N) )
) SS

County of bg S )

Before me the undersigned, a Notary Public, personally appeared Wayne L. Culley, Trustee of
the Wayne L. Culley Living Trust dated November 25, 2002, and acknowledged the exectrtlon

of this instrument this JS _day of Q-ng , 2008.

My Commission Expires:
Nz ignature of NotBry Public

! H](!j!!;g QE[ pLiner
Printed Name of Notary Public

‘I reside in DO}g% County, ”\{

State of )
) SS:
County of )

Before me the undersigned, a Notary Public, personally appeared Allyn Agency, Trustee
of the Ruth E. Allyn Testamentary Trust, and acknowledged the execution of this

instrument this day of March, 2008.
My Commission Expires: '
Signature of Notary Public
Printed Name of Notary Public
i- reside in___ County,

8-




State of

N
2

County of

Before me the undersigned, & Notary Public, personally appeared Wayne L. Culley, Trustee of
the Wayne L. Culley Living Trust dated November 25, 2002, and acknowledged the execution of

this instrument this day of , 2008.
My Comntission Expires:
Signature of Notary Public
Printed Name of Notary Public
I reside in ) County,

State of _:[nch.z.n&_)
) Bs:
County of E'QSQ!,( }

Before me the undersigned, a Notary Public, personally appeared Allyn Agency, Trustee of the ’
Ruth E. Allyn Testamentary Trust, and acknowledged the execution of this instrument this /5" )
day of il , 2008, :

My Commission Expires: M_

Signature of Notary Public

200 ,
Wy L . 9
Printed Name of Notary Public
.
I reside in __@sa,_ County, dndfiome .




State of Illinois )
- : -y S8
County of St. Clair )

Before me the undersigned, a Notary Public, personally appeared Jane G, Bonaldi, and
acknowledged the execution of this instrument this €~ day-of ﬁg‘ ¥y 2008,

My Commission Expires: . 7O e
Sfgnature of Notary Public
mw"mdm _ 2
|y Commisson Explua 815200 | Merpere} Shaekledy
Printed Name of Notary Public

Ireside in_$f; &/ad2. _County, Iinois. -

State of )
) SS:

County of .- )

Befare me the unders1gncd a Notary Public, personally appeared Joyce Ann Culley, and

aclmowladgad the execut]on of this instrument this . _dayof .- -~ Maroh, 2008.

My Comnussmn:_Explres:

L i - Signature of Notary Public

Printed Name of Notary Public

I reside in County,




State of )
)
)

88!
County of
Before me the undersigned, a Notary Public, personally appesred Jane G. Bonaldi, and
acknowledged the execution of this instrument this day of , 2008.
My Commission Expires: |
Signature of Notary Public
_Printed Name of Notary Public
I reside in _ County,
stateof_Lndianz )
) ss:

County of %sg;‘ )

Before me the undersigned, s Notary Public, personally appeared Joyce Ann Culley, and
acknowledged the execution of this instrument this \\*™ day of N Qre\~, , 2008.

My Commission Expires: : p
Signature of Notary Public
\ ‘ P
“efusin b Fiacer
Printed Name of Notary Public

I reside in z_& Qy  County, :EA:.&::.Z_




State of )

) ss:
County of )
Before me the undersigned, & Notary Public, personally appcared Kathryn Day Culley, and
acknowledged the execution of this instrument this day of , 2008,
My Commission Expires:
Signature of Notary Public
Printed Name of Notary Public
I reside in County,
State of Lnﬁ i .gn 2 }
) 88
County of D@_};&;‘ )
Before me the undersigned, a Notary Public, petsonnlly ap L. David Altyn, and
acknowledged the execution of this instrument this & *"™ day of 2008,
My Commission Expires: : X .
. Signature of Notary Public
\o \ 20
' . r
Printed Name of Notary Public
I reside in g’gﬁg\_.‘ County, &da'gng .
State of __Leans )
) 38
County of E’Qgg,:f ) .
. Ederwi
Before me the undersigned, & Notary Public, personally appeared Nathalie A. Thompson, and
acknowledgtd the execution of this instrument this 4" day of i 2008.
My Commission Expires: .

Signature of Notary Public
{
Abﬁﬁa_,_zm Soluion Lo For
Printed Name of Notary Public
I reside in g’gg_.,gy County, [;J;‘zuz .

-10-



——
state of _Lencd iz

) 88
County of &g\f )

Before me the undersigned, a Notery Public, personally eppeared Ronald L. Simpson, and

acknowledged the execution of this instrument this __ /.S ahy of '/, 2008,

My Commmnission Expires:

Signature of Notary Public

1 . p
_LRelwin L. Forwer
' Printed Neme of Notary Public
Treside in _Xae y County, _‘Zzalmg__
State of :
) ss:

County of Eg;g‘ )
Before me the undersigned, a Notary Public, personally ared A, Thompson, and
acknowledged the execution of this instrument this ” day of ; 2008.

My Commisgion Expires: %{p

Signature of Notary Public
%T,g 1 \, 20es . >3

Printed Name of Notary Public

I reside in Ezsga,; County, I;:llnnﬂ

State of

) ss:
County of £2ﬁg4 } . .
Before me the undersigned, a Notary Pubhc, personally appeared Mo{ mzrl n

and acknowledged the execution of this instrument this ___{&™  day of _fupei | , 2008. WP'ZD*'}

- - X 3'6&'%
My Commission Expires:
; ; Signature of Notary Public
Printed Name of Notary Pub[ic

I reside m_asasf_@mw.ﬂuna.

-11-




WORKING INTEREST OWNERS® ACKNOWLEDGMENTS

; ﬁ ) ss:
County of w/ )

/{Before me, 2 Notary Public within and for said county and state, on this _Mday of
7, , 2008, personally appeared the within named Richard H. Straeter, known
to me to be th Ptesidem of IL. Division of Continental Resources, Inc., who, as such President
of IL Division of said corperation, acknowledged the execution of the furegoing instrument ag

the free and voluntary act of said corporation, for the uses and purpoges therein set forth,
WITNESS my hand ard official seal.

My Commission Expires: /J /%
iy " - ™ ha hal

[
. Honman W, Prosson $ of Notary Public
{ oo Sy S 3 z{z L. /R
i Printed Name of Notary Pubhc
I reside in J g&mu _ County, _Illmnls_
steof Lodiang )

County ofﬁdmhu&k )

b
Before me, a Notary Public within and for said county and state, on this L5 day of
Beont) 2008, personally appeared the within named Lester D. Moore, known to
me 10 be the President of Moore Family Holdings, Inc., who, as such President of said
corporation, acknowledged the execution of the foregoing instrument as the free and voluntary
act of said corporation, for the uses end purposes therein set forth,

WITNESS my hand and official seal.
L ]

My Coramission Expires:

%5 % s ! Slgnatm'e O;Notaryl’ubhc

.h L p&!(er“

Printed Name of Notary Public

I reside in Q_ng_# _ comy, Ladizne

~-12-




State of Illinois )
) ss:
County of Marion )

Before me, 8 Notary Public within and for said county and state, on this__28th _ day of
May , 2008, personally appeared the within named Dopatd R, Williams,
known to me to be the Vice President of Shakespeare Oil Co., Inc., who, as such Vice President
of said corporation, acknowledged the execution of the foregoing instrument as the free and
voluntary act of said corporation, for the uses and purposes therein set forth,

WITNESS my hand and official seal.
My Commission Bxpires:
10-22-2009
OFFICIAL SEAL

REBECCA 8. WEBER
WPWUG STATE OF LUNOIS . Rebecca §. Weber

MY CONMIESIONDIERES 1022 2008 Printed Name of Notary Public

I reside in Marion ' County, Illinois

State of -Wm )

) ss:
County of_ Pepfersrn’ )

Before me, a Notary Public within and for said county and state, on this __ 72+ day of
2008, personally appeared the within named T, Scott Evans, known to
me to be the ident of T, Scott Evans Cil Properties, Inc., who, as such President of satd
corporation, acknowledged the execution of the foregoing instrument as the free and voluntary
act of said corporation, for the uses and purposes therein set forth.

WITESS my hand and official seal,
My Commission Expires:
n/a 3 /50 /0 | M E ,_,_MJ
OFFICIAL SEAALL ~ Signature of Notary Public
¢ Nﬂg%&ll&wsot?tg ff Illlkols Mior E. Woebrrt C -
LMy SammistionExpires 102313 p 51 ed Nare of Notary Public

Im1dem_M#_gzg&CO \Mfd—t—n—v

-13.-




e
State of‘,é //rﬁ)olﬁ )

County nfgé “ SAQSDI‘/)) "

l

P OFFIAL SEAL

Solary Public, Stete of i 10 '
N Cﬂmmlssioﬂ_f_*ﬁfmﬂ’?‘m’ Pnnted Neme ofNotary Publlc

Iregide iny, 14%(:% County, ggi,g,z S

-14-



EXHIBIT “A”

NATION ROAD WATERFLOOD UNIT
POSEY COUNTY, INDIANA

Schedule of Leases
Culley

Q1] and Gas Lease from Wayne L. Culley, Trustee of the Wayne L. Culley Living Trust,
Kathryn D. Culley, Joyce A. Culley and Jane G. Binaldi, as Lessors, to Parker
Exploration & Production, LLC, as Lessee, dated July 14, 2004 and recorded as
Document 200403611 in the Office of the Recorder of Posey County, Indiana.

Allyn

Oil and Gas Lease from L. David Allyn and Donna M. Allyn, as Lessors, to Continental
Resources of Tllinois, Inc., as Lessee, dated October 15, 2004 and recorded as Document
200500058 in the Office of the Recorder of Posey County, Indiana.

Allyn Community

That certain pooled unit created by Declaration of Pooled Unit, effective December 22,
2005, executed by Continental Resources of Illinois, Inc., recorded as Document
200600087 in the Office of the Recorder of Posey County, Indiana, which declaration
pooled the following leases:

L. David Allyn et al. -- Doc. 200500058
Allyn G. Simpson et al. -  Doc. 200500521
Emily A. Moore — Doc. 200500584




EXHIBIT “B”

NATION ROAD WATERFLOOD UNIT

POSEY COUNTY, INDIANA
UNIT AREA MAP
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EXHIBIT “C”
NATION ROAD WATERFLOOD UNIT
POSEY COUNTY, INDIANA

Tract Participation Factors

TRACT PARTICIPATION
LEASE (Bv Number) FACTOR
Culley 1 0.28368
Allyn #1, #2, #4 2 0.58362
Allyn Community 3 0.13270
1.00000

Tract 1 — Culley (Portion of CMC #51287)

WY SWY SW4 of Section 26, and SEY SE% and

EY2 SW¥% SEY of Section 27, all in Township 6 South,
Range 13 West, Posey County, IN, and containing

30 acres, more or less.

Tract 2 — Allyn #1, #2, #4 (CMC #51290 and other land)

N2 NEY4 NEY4 and EY2 NWY4 NEY, all in Section 34,
Township 6 South, Range 13 West, Posey County, IN,
containing 40 acres, more or less.

Tract 3 — Allyn Community (CMC #51342)
Sz NEY NE% of Section 34, Township 6 South,

Range 13 West, Posey County, IN, containing 20
acres, more or less.




STATE OF INDIANA
DEPARTMENT OF NATURAL RESOURCES
DIVISION OF OIL AND GAS

IN RE: PETITION OF CONTINENTAL RESOURCES, INC. FOR THE
INTEGRATION OF INTERESTS IN SECTIONS 26, 27 AND 34, TOWNSHIP 6
SOUTH, RANGE 13 WEST, POSEY COUNTY, INDIANA

CAUSE NO. DOG-16-2008
Post Hearing Brief of Petitioner

Comes now the Petitioner, Continental Resources, Tnc. (“CRI"), and pursuant to the order of the
Hearing Officer at the conclusion of the informal hearing held in this matter on November 25, 2008,
submits its Post Hearing Brief.

L The Petition

CRI seeks to create a 140 acre unit for the secondary recovery of oil reserves by
waterflooding certain leases it operates in Posey County, Indiana. All working interest owners and
all royalty and overriding royalty owners, save one, Kathryn Day Culley (*“*Culley”), have voluntarily
agreed to integrate their interests and develop the defined pool as a unit (*“the Proposed Plan™).

Culley owns one-quarter (1/4) of the minerals underlying one ( “the Culley Tract”) of the
three tracts involved in the Proposed Plan. The Culley Tract is allocated 28.368% of unit oil under
the Proposed Plan. That tract allocation was formulated in accordance with generally accepted
petroleum engineering principals. The factors utilized, and their respective weight, are as follows:

Number of flood useable wells - 10%
Production potential - 30%

Cumulative production - 30%

Renault sand hydrocarbon pore volume - 30%

eo o

The three owners of the other three-quarters (3/4) interest in the minerals underlying the Culley
Tract, including Culley’s sister and business partner, have agreed to the tract allocation of the
Proposed Plan.

II. The Statute

L.C. 14-37-9-1 et seq. governs integration and forced pooling in the State of Indiana. While
brief in nature, the statute clearly sets forth three distinguishable principals:




1. The statute is primarily based on the theme which underlies the entire Oil and Gas
Act, the prevention of waste.

2. The statute is mandatory. If the enumerated facts are found to exist, then . . . the
Commission ghall, for the prevention of waste or to avoid the drilling of unnecessary wells, require
the owners to integrate their interests and to develop the land as a drilling unit.” (our emphasis)

3. The Commission’s charge under the statute is to integrate such interests *“. . . upon
reasonable terms that give the owner of each tract an equitable share of 01l and natural gas in the unit
or pool.”

I11. The Issue

Based on the foregoing, the narrow issue to be determined by the Hearing Officer is whether
or not CRI has established by a preponderance of the evidence that allocating 28.368% of unit oil
to the Culley Tract results in an equitable share of waterflood oil accruing to the benefit of the
owners of the Culley Tract.

The issue is NOT whether there are other reasonable allocations. It is NOT even whether or
not CRI’s proposal is the most reasonable proposal (although, we submit that it is). It is whether or
not the Proposed Plan, agreed to by all other interested parties, is equitable to Culley and the Culley
Tract.

V. The Evidence

CRI has submutted the executed Culley O1l and Gas Lease, the executed (except for Culley)
“Nation Road Waterflood Unit Royalty Unitization Agreement”, with Exhibits, a dctailed
explanation of the participation percentages (Exhibit 3 to the Petition), copies of relevant portions
of logs of all wells in the field, perforation data, well stimulation treatments of all wells, with
supporting invoices, well completion reports and LAS files. In addition, the Hearing Officer heard
the testimony of Richard Straeter, an officer of Petitioner and a licensed professional petroleum
engineer.

Culley submitted CountryMark production records through October of 2008 and a document
entitled “Nation Road Waterflood Unit Discrepancies (Data Inputs).” In addition, she submitted her
“Preliminary Position Statement” prior to the hearing. Her consulting experts, Mssrs. Pigott and
Lewis, attended the hearing.

V. Argument

It is submitted that the evidence presented at the informal hearing shows not only by a
preponderance of, but by clear and convincing, evidence that CRI is entitled to the relief sought by
its Petition. Rather than re-hash the entirety of the proceedings, CRI will hereafter address specific
issues, particularly those arguments referred to by the Hearing Officer at the conclusion of the
hearing.




a. A Moving Target: It remains unclear precisely what allocation Culley seeks. In her
preliminary statement, she asserted that an allocation based on surface acreage only (57+%) was
required. Altematively, she argued that CRI's allocation was “flawed” and that 29.4817% was more
reasonable. At hearing, despite requests for clarification, she abandoned neither position. 1t is
reasonable to assume that each position will be advanced in her brief.

Surface acreage alone does not accurately reflect the relative contributions of separate tracts
to overall, ultimate secondary recovery. This is especially true¢ when so much is known about the
reservoir. Indeed, it is submitted that applying such a “one size fits all” standard would be patently
unfair to the Allyn Tracts.

Finally, while advancing an argument based on the sanctity of prior contract, Culley
conveniently omits reference to the portions of the lease restrnicting unilateral exercise of the pooling
authority to 80 acres. That, alone, is fatal to her argument. We are not taking about a wildcat area
where small tracts must be pooled to establish a drilling unit for permitting purposes. We are talking
about a substantial field suitable for secondaryrecovery, with limiits fully delineated by drilling, with
known histories and data readily available. Because it 1s to her advantage, Culley would have us
ignore all of the science and award her a share of oil which indeed flies in the face of science, all
pursuant to a contract which by its own terms does not apply to the instant facts.

b. Updated Production Data: It should be recalled that the Proposed Plan was originally
formulated in January of 2008. The current and cumulative production figures used were the most
current then available, through the end of 2007. It was executed by Petitioner in February of 2008
and by the first other party, Joyce Culley, on March 19, 2008. It was during this same month that
the proposal was submitted to Kathryn Culley. Some nine months later she would now argue that
the delay she caused makes CRI's data stale. Extendimg her argument to its logical extreme, the data
she asserts should be used will be stale by the time the Hearing Officer decides, then that current data
will be stale by the time the Administrative Law Judge decides the case, if applicable, which data
will be stale by the time the Appellate Court decides, if applicable, which data will be stale by the
time the waterflood switch is turned on, etc.

Finally, in this regard, it is submitted that as production matures extraneous ¢vents, such as
required repairs, are more likely to intervene and affect the appropriateness ofthese production based
factors. A lot of things can cause volatility in current production rates.

C. Usecable Wells: Culley admitted in her Pre-Hearing Statement that the Culley #2
exhibits “very marginal sand quality.” Even at the hearing, she was unable to decide in her
“discrepancy” tables whether she should be credited with one well or two. Instead, she “continues
to question.” It is submitted that what she is really doing is throwing everything out there and seeing
if anything will stick. Credit should be given to wellbores which will benefit the overall waterflood
effort. The Les Wilson, Inc. spudder invoices relative to the Renault sand completion attempt in the
Culley #2 clearly show that well to be useless to the waterflood effort.




d. Hardinsburg Sand: The evidence at the hearing was that there was one Hardinsburg
only well on the Culley Tract and one duly completed (Renault and Hardinsburg) well on the Allyn
Tract, both marginal producers and neither economical in the Hardinsburg sand alone. But for the
Renault sand, there would be no proposed waterflood, and the Hardinsburg intervals are simply
irrelevant to a consideration of the fairness of the proposal. It would be antithetical to the concept
of preventing waste to require those zones to be segregated and separately accounted for, or worse,
to be plugged and abandoned, especially since the minimal benefits are shared and not one-sided.

e. Alternative Proposals: CRI considered several different alternatives before settling
on and circulating the Proposed Plan. It would have been, and should have been, subject to criticism
if it had not. CRI here simply urges the Heaning Officer to focus on the relevant issue; 1s what was
ultimately proposed in accordance with the statute?

A8 The Conclusion

CRIhas submitted a fair and equitable unitization plan. That plan is based on science
and has been accepted by all interested parties, save one. The motivations of the objector are
guestionable, and her objections are conflicting, vague and unsupported by convincing evidence.

Perhaps the best evidence that CRI’s proposal is fair emerges when one compares CRI’s
proposal to Culley’s counter-proposal discussed at the hearing. The comparison is detailed in the
attachment hereto. Over the 22 year expected life of this waterflood, the difference between CRI’s
proposal and Culley’s proposal, based on present worth, is a mere $285.

Respectfully submitted,

L T AL

Stephen T. Link, #9890-82
1033 Mt. Pleasant Rd., Ste. H
Evansville, Indiana 47725-7149
Telephone  (812) 423-8061
Facsimile (812) 424-5739
Attomey for Petitioner




CERTIFICATE OF SERVICE

I hereby certify that a copy of the foregoing pleading has been served upon all parties and
counsel of record in the above matter by placing same, properly addressed, postage prepaid, in
the United States Mail on this 22~ day of December, 2008. I hereby certify that the foregoing
document complies with the requirements of Trial Rule 5 (G) with regard to information
excluded from the public record under Administrative Rule 9 (G).

Charles A. Compton
ZIEMER, STAYMAN, WEITZEL $
SHOULDERS, LLP
20 N.W, 1 St
P.O.Box 516
Evansville, IN 47706-0916

B T L

Stephen T. Link




Nation Road Waterflood Unit

Kathy Culley Incremental Fair Market Valuation

Kathy Culley Royalty Interest
Kathy Culley Overriding Royalty Intetest
Total Lease Net Royalty int.

Continental Resources, inc {CLR)
Participation Factor Calculation
Kathy Culley (Culley)
Participation Factor Calculation

Culley vs. CLR Participation Factor (APF)
Culley Unit Incremental Revenue Interest
12/1/2008 Wellhead Oil Price ($/8bl)
Undiscounted Cash Flow Over Next 22.5 years
Unrisked Fair Market Value {Present Worth 15%)

Minimum Risk Factor For 2P Reserves Per Society
of Petroleum Engineers Definitions

Incremental Fair Market Value {1/1/2008)

0.03125000

0.01367188
0.04492188

0.28368000

0.29481700
0.01113700

0.00050029
$45.05
$1,340

$570

50%

$285
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ECONOMIC PROJECTION

Prate: 12/2/2008 9:41:00AM Case : CULLEY #1

Partner : Culley Parmer : LEASE CASE

Retrieval Code : ¥ YE Reserves 2008 ;‘?3; : Cabom WAcsSt

Reserve Cat. ; Proved Producing . CULLEY #1 Operator : CRI]

Location : Discount Rate : 10.00 Reservoir : Renault

Archive Set : defaule Asof: 1712009 Co., State : Poscy, IN

- APINg.:

Est. Cam Qil (MbbI) ; 18.86

Est. Cam Gas (MMcf) : 0.00 ﬁy e .

Ft. Cum Water (Mbb): 000 50 NYMEX e Berve/ | |

Oil Gas Qil Gas Qil Gas Ol & Gas Mise. Costs Taxes Invest. NonDisce. CF Cum
Gross Gross Net Net Price  Price  Rev. Net Rev. Net Net Net Net Annusl Disc. CF
Yezr (Mbbl) (MM {MbLY) (MMcf) (ShbD  (BMcf)  (M3) (M3) (M3) (M3) (M3$) (M$) (M3)

2009 5.86 0.00 0.00 0.00 4505 Q.00 0.13 0.00 0.00 0.00 - 0.00 0.13 0.12
2010 6.48 0.00 0.00 000 4505 000 0.15 0.00 0.00 0.00 0.00 0.14 0.25
2011 5.04 0.00 0.0¢ 0.00° 4505 0.00 0.11, 0.00 0.00 0.00 0.00 0.11 0.34
2012 4.22 0.00 .0.00 0.00 4505 0.00 0.09 0.00 0.00 0.00 0.00 0.09 0.40
2013 3.65 .00 0.00 000 4505 0.00 0.08 0.00 0.00 0.00 0.00 0.08 0.45
2014 3.24 0.00 0.00 - " 000 4505 0.00 0.07 0.00 0.00 0.00 0.00 007 0.50
2015 2.54 0.00 0.00 0.00 4505 000 0.07 0.00 0.00 0.00 0.00 0.07 0.53
2016 2.70 0.00 0.00 000 4505 0.00 0.06 (.00 0.00 0.00 0.00 0.06 0.56
2017 2.49 0.00 0.00 0.00 4505 0.00 0.06 0.00 0.00 0.00 0.00 0.06 0.58
2018 233 0.00 0.00 0.00 4505 000 0.03 0.00 0.00 0.00 0.00 0.05 0.60
2019 219 0.00 .00 0.00 4505 0.00 0.05 0.00 0.00 0.00 0.00 0.05 0.62
2020 2.07 0.00 0.00 000 4505 0.00 0.05 0.00 0.00 0.00 0.00 0.05 063
2021 1.96 0.00 0.00 0.00 4505 0.00 0.04 0.00 0.00 0.00 0.00 0.04 0.65
2022 1.87 0.00 0.00 000 4505 000 0.04 0.00 0.00 0.00 0.00 0.04 0.66
2023 1.79 0.00 0.00 000 4505 0.00 0.04 0.00 0.00 0.00 0.00 0.04 0.67

Rem. 11.44 000 0.01 0.000 4505 0.00 0.26 0.00 0.00 0.00 0.00 026 0.04

Total 22.5 60.26 0.00 0.03 000 4505 0.00 1.3.6 0.00 0.00 . 0.01 0.00 134 0.71

Eco. Indicators

‘Mejor Phase : 0il Return on Invesiment {disc) : 0.000

Initial Rate : 171.85 bblmonth Return on Investment (undisc) : 0.000 .

Abandonment : 112.45 bblimonth Yearg to Payout : 0.00 Present Worth Profile (MS)

Initial Decline : -830.109 %%fyear b=0.00 Internal Rate of Return (%) : 0.00 PW  5.00%: 0.94 FW 20,00%: 047

Inijtial Ratio : 0.000 Mctbbl ] PW 8.00%: 0.79 PW 2500%: 0.41

Abandon Ratio : 0.000 Mcf/bbl . Initial IstRev.  2nd Rey. PW 10.00% : 0.71 PW 30.00%: 036

Abandon Day : oare2031 Working Interest : 0,00000000 0.00000000 0.00000000 L% 12500 P ppesd b

* Revenue Interest : 0.00050000.  0.00000000 0.00000000 T e )
Rev. Date :
TRC Standard Eco.rpt * Rathy Culley's Royalty Interest (Rl)and Uverriding Royalty Interest (URRIJdillerence Deiween )
Continental Resources, Inc. 's participation factor awd Culley's calculation of participation factor (.01114). Kathy

Culley's RI in Culley Tract = .03125 ORRI = .01367188. Total difference in Unit Net Revenue Interest = .00050




RICHARD H. STRAETER, P.E.

December 1, 2008
15625 North Squire Lane (618) 244-2789/home
Mt. Vernon, I 62864 (618) 204-9068/cell
email: richard.straeter@crii.us Birth date: May 2, 1958

PROFESSIONAL EXPERIENCE

October, 2006 -~ Continental Resources, Inc, — Eastern Division
Present Mt. Vemon, IL 62864

President, Responsible for Personnel, Exploration, Land, Engineering and
Accounting Departments

Continental Resources of Illinois, Inc. merged with
Continental Resources, Inc.

April 2002 - Continental Resources of Illinois, Inc.
October, 2006 Mt. Yernon, Illinois 62864

President, Responsible for Personnel, Exploration, Land, Engineering and
Accounting Departments

Personnel - 43 Field Employees

Company Engineering — Review and approve all engineering decisions and AFE’s for
operated properties producing 1,700+ barrels per day.

Exploration — Direct all exploration programs east of the Mississippi River

Land - Direct leasing, acquisitions & Unitization

Financial — Direct accounts payable and accounts receivable

Nov 2006 - Orbit Gas Storage, Inc.

Present Henderson, Kentucky 42420
Board of Director/Partner: for Greenfield gas storage/hub development with 25
BCF working gas capacity in Western Kentucky.

Sept 2005 - Orbit Gas Transmission, Inc.

Present Henderson, Kentucky 42420

Inaugural President through August 2006;Board of Director/Partner: for
Gas transmission, processing and local distribution company in Western Kentucky.
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April 1984 - Barger Engineering, Inc.

April 2002 Evansville, Indiana 47728-0507
1994 — April, 2002
Vice-President, Responsible for Personnel, Company and Consulting Engineering,
Geologic and Land

Employees — 2 Engineers, 2 Office Staff, 3 Field Employees, 5 Contract Pumpers

Company Engineering — Review and approve all engineering decisions and AFE’s for
operated properties producing 325 barrels per day.

Consulting Engineering — Perform 90% of the firm's Consulting Engineering.

Geologic ~ Review, approve and follow-up of all prospective purchases and geologic prospects.

Land — Review, approve and follow-up of all leasing, preparation of unitization and operating
agreements and maintenance thereof.

Financial — Monitor accounts payable and accounts receivable

1984 to 1994
Staff Engineer
As Engineer for Barger Engineering, Inc. my current projects and past assignments are as
fallows:
1. Engineering, Geologic and Economic valuations of Oil and Gas Producing and Gas Storage
properties for estates, sales and purchases to $9 Million value.
2. Waterflood design, up to 80 wells including:
a) Waterflood feasibility and economic analyses
b) Derive participation factors {12 Waterflood Units)
¢) Prepare unit and operating agreements
d) Plans and equipment design
e) Supervision of construction
f) Continuous waterflood monitoring and reporting
. Expert witness for suits and hearings.
. Drilling and completion on site prognoses.
. Drilling and weli completion supervision.
. Consuiting Engineer for various clients with up to 219 oil and gas producing and
injection wells per client, tracking production, recommending workovers and filing of all
EPA and State & Federat Applications and reports.

AW

July 1983 Flopetrol Johnston Schlumberger
- April 1984 228 rue Einstein, 77530 Vauz-le-Penil
Melun Cedex France

Field Engineer
I spent two weeks in Africa on pre-training and three months of training in Pau, France. The
training incuded: well testing procedures, well test analysis, wireline, snubbing high accuracy
measurement using permanent and retrievable downhole completion equipment. As a Field
Engineer for Flopetrol my duties included:

1. Preparing well test and subsea latch equipment for offshore Operations.

2. Perform well test calculations for oil, water, and gas measurement and writing of well

testing reports.
3. Installation of high accuracy permanent downhole gauges.
4. Running of packer assemblies and firing head for tubing conveyed perforations.

Page 2 of 4



Secretary Treasurer, continuing education chairman, publicity chairman)
4. Iilinois, Kentucky, Indiana, Michigan and Ohio Oil and Gas Associations.
5. Independent Oil Producers Association.
6. Petroleum Technology Transfer Council — National Board and Budget Committee
7. US Department of Energy, National Petroleum Council - Member (2004 - Present)
8. Kentucky Oil and Gas Association Board of Directors

CIVIC AFFILIATIONS
1. United Way, Agricultural and Mineral Division Leader

2. United Methodist Children’s Home, Board Member
3. Mt. Vernon Rotary, Board Member and President 2007-08

AWARDS

WHAM ACHIEVEMENT AWARD — Received for active achievement on a large scale project
2002 ILLINOIS OIL. & GAS ASSOCIATION, PETROLEUM PROFESSIONAL OF THE YEAR
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